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FIRE AGENTS IN 
LIVE CONVENTION 
AT INDIANAPOLIS 


Much Constructive Progress 
During Past Year 


———K— 


A RESUME BY C. H. WOODWORTH 


National Association of Local Agents 
Has Grown Steadily 
Since 1896 


Indianapolis, Oct. 4.—Gratified by 
progress made during the year in refer- 
euce to curbing underwriters’ agencies 
and overhead writing practices, and de- 
termined to map out, if possible, a more 
effective campaign against broker-raid- 
ers on great lines written under gen- 
eral schedule, the National Association 
of Insurance Agents began its conven- 
tion to-day. Sessions will last three 
days, and a complete report of the pro- 
ceedings will be found on the succeed- 
ing pages. The association was formed 
at Chicago, in September, 1896, and a 
brief history of its accomplishments, 
sketched by C. H. Woodworth, the 
veteran Buffalo agent, who helped 
found the association, is here given. 

The second meeting was held in May, 
1897. It was organized “To support 
right principles and to oppose bad prac- 
tices in fire underwriting.” Until 1913 
orly fire agents constituted the mem- 
bership. During that year casualty 
agents were admitted. 

Important Reforms Secured 

One of the most notable early 
achievements of the association was ; 
the obtainiag of an agreement with the A CONSTITUTIONALLY STRONG AMERICAN COMPANY 
companies to discontinue overhead 
writing. The value of this to local 
agents is obvious. 

A far-reaching decision to all con- 
cerned was that securing to the agent 


a property right in his business, thus INSURANCE 


making the agent’s life work a tangi- , 
ble asset. Statement January 1, 1915 % 
The association has invariably and Fire 


energetically opposed local rate wars, xi Automobile 

and such vicious warfare, from which Total Assets .. $10,187,030.04 Sprinkler Leakage 

innocent third parties suffer the most, . Liabilitie 6.165.587.85 T ist 

4 op ip en oe oe Tornado 

e m y ~ 

made by the association in introducing NEW YORK EE cnn sess 5 S58 008.28 Windstorm 

uniform blanks is now bearing fruit. 84 William Street Net Surplus to Policyholders 5,021,442.19 Marine 
The National Association of Insur- 

ance Agents has not legislated upon 

fire insurance rates or upon agents’ 

commissions except to urge anti-dis- 

crimination and uniformity. agent in urging these matters upon mu- which incite unfair criticism of the 

Fire Prevention Work nicipal and State legislators The as- business rhe resolution adopted at 

The value of the association to the scciation has from the first approved our Atlanta convention in 1912 on 1 

public is emphasized in its fire preven- fire marshal laws and through its men rst f 

tion work. The association is also a_ bership has helped to secure t 

supporter of the National Credit Men's age in many States 

Association, the National Fire Preven Excessive Taxation : r q 

tion Association and other’ similar “Only about 5 per cent. of the mo! fecting all branches of insurance 

bedies. But much more valuable than than $22,000,000 collected by Stat and Attitude Upon Public Questions 

this organized work is the influence municipalities from insurance com) “The opposit : ‘ 

o” the individual agent upon the indi- nies in taxes is used for supporting in underwriters agencies s 

vidual property-owner, in securing the surance departments,” said Mr. Wood- because ffect t ! t 

removal of existing perils and the in- worth. “The association has protested operatior 

stallation of better protection. Valu- emphatically against this injustice be 

able service is rendered by the local cause excessive taxation increases rates companis 











UW. S. Frigate “Constitution,” Ouren of America 


























INCORPORATED 1891 


























101 0 ou i 





26 





THE EASTERN UNDERWRITER October 8, 1915. 














LOGUE BROS. & CO., Inc. 


307 Fourth Avenue, Pittsburgh, Pa. 
FIRE «= CASUALTY 3: AUTOMOBILE 


INSURANCE 


REPRESENTING LEADING FIRE INSURANCE COMPANIES OF THE WORLD 


Casualty and Automobile MEMBERS OF 
Department Penna. Association of Insurance Agents 
AND 
J. G. HERGET, Manager National Association of Insurance Agents 








SPRINKLER SERVICE SPECIALISTS 

















HMA 





EESTI TA 





i) 


AGENTS AND BROKERS REPRESENTING THE 
TRAVELERS POSSESS GREAT ADVANTAGES 


LIFE INSURANCE 


UR Guaranteed Low Cost Life Insurance Policies guarantee every figure and eliminate all 
uncertainties. They contain a disability clause by which in event of permanent total disability 
before age sixty, the policy immediately matures for the full value by the payment of a guaranteed 

income to the disabled insured. 

That the merits of this form of life insurance appeai to business men is evidenced by the fact in the per- 
centage of increase during the last five years The Travelers stood second among all the leading life insur- 
ance companies in the country. 





Our Accident and Health Policies are famous the world over for their broad coverage, prompt payment 
and fair spirit of adjustment. 


Our Compensation and Liability Policies afford the most complete coverage and afford a service of inspec- 
tion and safety engineering for the prevention of accidents the most efficient in the world. 


The agent and broker who can supply these several needs possesses the 
broadest and most remunerative field for his efforts. One aids the other. 


Moral: Represent 
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Year Marked By Many 


CONTINGENT COMMISSIONS 
BIG ISSUE 


David Rumsey Precipitates Lively 
Discussion In Address To 
Agents 





RESIDENT AGENTS LAW DEBATED 





Biggest Attendance on Record—Pro- 
tection Needed Against Failed 
Companies—Discussions 


(Special to The Eastern Underwriter.) 

Indianapolis, Oct. 6—This is the 
most important year in the history of 
the National Association of Insurance 
Agents, and it was only natural that 
there should be a large attendance. 
The attendance is not only large, but 
consists of the leaders in the local 
agency business. The word has passed 
that “there will be something doing,” 
and whether this will be in the nature 
of crowing over the passing of the 
underwriters agency that became the 
American Eagle and the underwriters 
agency that gave way to the Patriotic, 
Or whether it will be radical action of 
some kind regarding the big lines, re- 
mains for the concluding days of the 
convention to determine. 


Agents Elated Over Victory 


Certainly the agents have arrived 
here with chests inflated over the 
Henry Evans victory, over the repeal 
of the revenue stamp ruling by the Na- 
tional Board of Fire Underwriters, over 
the successful launching of the weekly 
issue of the American Agency Bulle- 
tin, over the enactment of a large num- 
ber of new agency qualification laws, 
and over the action of certain compa- 
nies in withdrawing support from out- 
side brokers. 

The New York delegation is partic- 
ularly strong. Among those from the 
Empire State are Messrs. Amsden and 
Paviour, of Rochester; Bruns, of Syra- 
cuse; Murphy and Roth, of Buffalo; 
and Pelton, of Olean. 


Delegates Welcomed With Dramatics 


The convention started with a touch 
of drama of the Billy Brady school. 
Mayor Bell, of Indianapolis, was down 
on the program for the conventional 
glad-to-welcome-you-to-our-city speech. 
But, unfortunately, Mayor Bell is 
mixed up in an election fraud imbrog- 
lio and was unavoidably detained. In 
fact, he is under indictment. In his 
place came the Corporation Counsel of 
Indianapolis, William A. Pinkens, a 
square jawed individual, who immedi- 
ately launched into an attack on the 
Indianapolis News, which he declared 
had ruined many men in this city, and 
among these was the Mayor. The Cor- 
poration Counsel then proceeded to tell 
the delegates the whole inside story of 
the fight on Tom Taggart, the Demo- 
cratic boss of the city, and of the pri- 
vate telephone the News has connect- 
ing its office with the judges’ offices in 
the criminal courts, and how these 
judges take their orders from the edi- 
tor of the News. Back of the whole 
fight, said Corporation Counsel Pin- 
kens, is the desire of the News to see 
former Vice-President Fairbanks (a 
relative of the owner of the News), in 
the Presidential chair. To the man 
who does not live in Indiana it is diffi- 
cult to see why there is so much ex- 
citement over an attempt to place 
Fairbanks in the White House. He has 
just as much chance getting there as 
has Charley Murphy or Irvin Cobb. 

But, it made a fine dramatic inter- 
lvde and the Corporation Counsel 
talked to an audience that enjoyed it 


Victories 


For Local Agents Association 


just as much as they would have a 
Winter Garden entertainment had that 
been suddenly transplanted to the 
meeting room in the Claypool Hotel. 
James Southgate, of North Carolina, 
former president of the association, 
and who looks exactly like “Diamond 
Jim” Brady, except that he wears a 
tremendous walking stick instead of 
diamonds, responded to the address of 


welcome. Mr. Southgate was in Indi- 
anapolis nine years ago when the 
agents met here. He looked around 


and saw faces of men who were here 
at that time, which so overcame him 
that his voice grew more and more 
inaudible until it sank into a whisper. 
His sentiment made a hit, however, 
and he was loudly applauded, even by 
those who didn’t hear him. 

Secretary Putnam read_ telegrams 
from Col. Walker Taylor, of Wilming- 
ton, N. C.; and J. W. Alexander, of 
Alexandria, Va., both regretting that 
they could not come. 


A Big Year, Says President Hildreth 

Then President Hildreth read his 
annual report. It is rarely that a presi- 
dent of an association of this kind has 
so much to tell, and he, was listened to 
with keenest interest as he outlined 
the events of the year. There was ap- 
plause when he referred to “the saga- 
cious and far-seeing Henry Evans.” 
There was laughter when he called at- 


tention to the coming entrance into 
the agency field of the Patriotic and 
his announcement that the company 


got the inspiration for its name from 
John Murphy, the silver-tongued insur- 
ance orator of Buffalo. There was a 
nodding of heads when he said that 
Superintendent Potts, of Illinois, was a 
man with no qualifications for his office 
but prejudice. There was also acquies- 
cence ‘when he declared that insurance 
officials and executives should mix 
more with the people and that the 
Twentieth Century Game should jbe 
played with Twentieth Century Rules. 

Manager Sheldon Stirs Convention 

Charles E. Sheldon, Western Man- 
ager of the American of Newark, had 
been announced to read a paper from a 
biblical text. The mystery as to what 
he would say quickly vanished. Mr. 
Sheldon is one of the keenest of under- 
writers, a man of strong personal con- 
victions. He had his courage right in 
hand and promptly proceeded to give 
his version of insurance truths. He did 
not believe that “The Evans-izing of 
Underwriters Agencies” was going to 
result in the millenium. In fact, he felt 
that the agents should “Let underwrit- 
ers like the measles of our childhood 
days run their course.” To him the 
whole underwriters agency question is 
not a matter of supreme importance 
except in that “it distracts one from a 
consideration of the fundamentals of 
our business and retards the spirit of 
co-operation.” He rather thought the 
American Agency Bulletin harped too 
much on the subject of the underwrit- 
ers’ agencies, and he had other pert 
comments to make, such as the follow- 
lowing on agency limitation: “If it 
desirable to limit an agency represen- 
tation, and I think that it is, may it not 
also be equally for the best and per- 
manent good of the business to limit 
the operation of agents to exclusive 
and well defined territory.” 


Mr. Sheldon’s paper got a rise out 
o* the convention, as he probably knew 
it would. George D. Markham, of St. 
Louis, arose, moved a vote of thanks, 
and then said that he might have some 
comment to make on the paper at a 
later session. Another agent, in com- 
menting upon Mr. Sheldon’s remarks 
that the association was not represen- 
tative enough of the smaller agents, 
declared that every effort had been 
made from the start of the association 


is 





to gather the small fellows in. There 
will be more discussion of Mr. Shel- 
don’s paper at a later session. 

The Monday’s session ended with 
the reading of the report of the Execu- 
tive Committee by Mr. Roth, of Buf- 
falo. 


They Stand to Hear Rumsey 


The principal feature of Tuesday 
morning’s session was the address of 
David Rumsey, vice-president of the 
Continental, advocating a change in 
the commission basis to a profit-shar- 
ing plan to be worked out by the com- 
panies and agents. It was a masterly 
presentation of the case. One of the 
number of underwriters who look 
ahead and with a prophetic vision, Mr. 
Rumsey is always heard with interest 
because his prophecies have a habit 
of coming true. This morning every 
chair in the room was occupied, while 
several agents stood up unable to find 
seats. 

The address is printed elsewhere. In 
brief he feels that if the insurance men 
themselves do not arrive at a profit- 
sharing basis plan legislatures. will 
take up the question. “Let us decide 
it in the business; not have it decided 
for us without.” Under the prevailing 
compensation system the cozscien- 
tious, honest local agent, aiming to 
protect the community and the com- 
panies, is penalized. His care costs 
him money; the unscrupulous agent, 
looking for big premiums, benefits by 
the larger commissions that he gets on 
the flat basis. It is an unfair system. 

Mr. Rumsey concluded by advising 
agents to go home and think over what 
he said, study their books, see how 
they will come out on a contingent 
basis, and then try and work out some 
plan of contingent and flat combination. 


Markham Denounces Abuses 
Mr. Rumsey was frequently inter- 
rupted by applause and was congratu- 
lated at the conclusion of the address. 
The paper was referred to the resolu- 
tions committee and there was no dis- 
cussion this morning. Mr. Hildreth took 


oceasion to say: “The door and the 
floor of this convention are open to 
everybody in the fire insurance busi- 


ness with anything germane to say on 
any subject discussed.” He was led 
to make this remark because of some 
criticism that a handful of men domi- 
nate the proceedings. 

Markham’s legislative 
strong denuncia- 
concluded with 
denounce 


George D. 
committee report, a 
tion of agency abuses, 
a plea that the convention 
practices which debase the agency 
class; such as the inconsiderate de- 
struction of the value of an agency ap- 
pointment by planting a competing 
agency of the same company or its an- 
nex; secret cut-rating, and loose form 
insurance for non-resident brokers, etc. 

J. K. Livingston’s grievance commit- 
tee report was filed with the resolu- 
tions committee. Mr. Livingston was 
not at the convention. 

Wednesday morning’s session was 
devoted to casualty insurance. John T. 
Stone, president of the Maryland Casu- 
alty Co., the first speaker, talked of 
“The Larger View,” a powerful argu- 
ment against selfishness in the insur- 
ance’ business. He called resident 
agency laws a narrow fetish. George 
Webb followed him. 

Heckle John T. Stone 

It was not until the convention was 
in its third day that there was any 
discussion over points raised in the pa- 
pers, and then the criticism of resi- 
dent agency laws by John T. Stone 
and George D. Webb brought a num- 
ber of agents to their feet. George D. 
Markham, of St. Louis, started it. He 
wanted to know why casualty officials 
oppose these laws. 

Mr. Stone said that resident agency 
legislation violates the well known eco- 
romic law that men will do as they 
please with their own. It violates the 
practical law because some agents will 
find a way to evade the statute. 

(Continued on page 29.) 





E. C. ROTH ELECTED TO 
HEAD NATIONAL BODY 


POPULAR BUFFALO LOCAL AGENT 
WINS OUT 





Clarence S. Pellett of Chicago Made 
Chairman of Executive Committee— 
Other Officers 


Indianapolis, Oct. 6.—The convention 
unanimously elected E. C. Roth, of Buf- 
falo, president for the ensuing year, 
which proved a popular and natural 
selection, as Mr. Roth was chairman of 
the executice committee last year. 

Mr. Roth is the senior member of 
Armstrong-RothCady Co., of Buffalo, 
and has always been active in National 
Association affairs. After a practical 
insurance training he became head of 
E. C. Roth & Co. in 1884. His associ- 
ate, Mr. Cady, has been president of 
the Buffalo Underwriters’ Association 
for fourteen years. 

The other officers elected are: 

Vice-presidents: L. C. Merrill, Con- 
cord, N. H.; G. T. Amsden, Rochester, 
N. Y.; Walker Taylor, Wilmington, N. 
C.; Osear A. Smith, Memphis; Arthur 
W. Mills, Pinebluff, Ark.; W. A. Eld- 
ridge, Detroit; E. H. Forey, Indianapo- 
lis; Jas. B. Leedom, Milwaukee; Thos 
ID. Baker, Jr., Fargo, N. D. 

Secretary-treasurer: H. H. 
Boston. 

Executive 


Putnam, 


Committee: Clarence S. 


Pellett, chairman, Chicago. 

Grievance Committee: John A. Mur- 
phy, chairman, Buffalo. 

Organization Committee: F. E. War- 


ner, chairman, Salem, Mass. 
Legislative Committee: Geo. D. Mark 
ham, chairman, St. Louis. 
Casualty Committee: J. K 
ston, chairman, Detroit. 


Living- 





WHAT NEW YORK MEN THINK 
OF DAVID RUMSEY’S ADDRESS 


Opinions of Leading Agents on Con- 
tingent Commission Argument of 


Continental Officer 
Indianapolis, Oct. 5.—Here are the 
views of some of the New York agents 
here regarding David Rumsey’s con- 

tingent commission address. 
Frederick V. Bruns, Syracuse: The 
address of Mr. Rumsey is worthy of 


most intimate study by every company 
official and producing agent. His 
thoughts are vital, timely and withal 
prophetic, and his injunction in the fi- 
nal paragraphs should be given honest 


end prompt attention by every red 
blooded agent in the country. 

G. T. Amsden, Rochester: I believe 
that the contingent commission should 
be large enough so that if an agent 
is careful in his underwriting he will 
receive the benefit of his care in get- 


ting more than he did before under the 
present system of remuneration. 

E. W. Nye, Rochester: I am perfect- 
ly willing to take my agency on a 121 
per cent. guarantee. If I can make a 
profit at the end of the year I would 
like to collect that, too. 

John A. Murphy, Buffalo The prin 
ciple of contingent commissions is ac- 
ceptable to all real agents The fig- 
ures at which those commissions should 
be set must vary in different localities, 
according to the expense of getting the 
business. Large cities must receive a 
higher rate of commission because the 
expense of conducting a business is 
larger than in the smaller cities. No 
agent can afford to work on the jeop- 
ardy of receiving pay on a contingent 
basis. If profits on his insurance work 
shall be predicated on a contingent ba 
sis that is as far as he can participate 
in this movement. 

Lewis Irving, Malone, N. Y.: Our 
conditions are different than in large 
cities such as Buffalo or Rochester. 
We would probably have to have 15 
per cent. flat and 10 per cent. conting- 
ent. We would want a little more of 
flat than of contingent to take care of 
the running of the business. 
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WHAT ASSOCIATION HAS 
ACCOMPLISHED IN YEAR 


PROGRESS IN ALL OF ACTIVITIES 
OF ASSOCIATION 
President C. F. Hildreth Calls American 
Eagle Incorporation Biggest Tri- 
umph of Agents’ Organization 


In reviewing the work of the associa- 
tion of the year, President C. F. Hild- 
reth said that the results had been very 
satisfactory, and he summarized the 
achievements as follows: 

What Has Been Accomplished 


Secured from co-operating companies 

















a reaffirmation of their pledges to asso 
ciation principles 

Permaneztly established the Weekly 
Bulletin. 

Secured the acceptance of Standard 
Account Current and Endorsement 
Blanks by most of the com] s and 
their actual adoption by a r 

Secured the repeal of the obnox 
Revenue stamp Ruling by the National 
Board. 

Secured I of ft 
Ame an Eagle as 1c¢ ssor Oo 
the Fidelity Underwriters. 

Secured a modification of the State 


Federation Plans. 
Secured the enactment of Agency 








Qualification laws i1 t States 
Created increased sentiment in favor 

of recognizing s of expira- 

tion am s nd 





general 


Induced important compa 





support 


draw 


whose operations 





] 
agezcy interests. 

All but a few companies n ivea 
place on the co-operatil st 
companies, Mr Hil 
heeding the pledges in letter 

The handling of 
phone and otl 
ty» be somew! 
no “sure 
ered. "i 
rule has 
he thought 


some more effective way of handling 





yiner sin 









the vexatious question shall appear. 
Year’s Biggest Achievement 

The year’s most notabl ieveme 

he said, has been the incorporation of 


the Americ 


( 














the joint ] ol f OI ind 
the Fidelity-Phenix ) Fidel 
Underwriters, and Pre 
said it was the be ff 
ciency of the Association's s ) 
and the best promise that come to 
hand 
A favorite rgu f 

ested in Underwriter Ag 
said spea on t l t 
the opposition to t e ‘ 
operation is purely a trade matter 
which the insuring publ iS 710 prope 
concern This I oO f 
demonstrated fact that ne « $ 
have assumed a liability in congested 

] k con 

t f 
nest 
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a<£ l ce n 
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Evidence of Co-operation 


President Hildreth erred to the de 





n agents 
“While it 
continually arising in 
be a conflict of interés 





on the other,” he said, “it must, I think, 
be recognized as a fact that in the 
broader view of the entire field the in- 
terests of the company and the agent 
are identical. Looked at from this 
broader standpoint it is a matter of re- 
gret to me that many well-informed 
people believe that companies and 
I growing farther apart—in 

that there is somewhat of 
conflict’ going on be- 
tween them continuously. I am not sure 
that this gradually widening breach 
exists, but if it does we should do our 
I lan our share in reme- 





ents are 





an ‘irrepressible 


( more t 
the evil. 


“Not only are the interests of the com- 














pal ind the agent identical, but in a 

larg a interests of company, 
g ind p > are identical. No one 

of t three groups is or can be inde 
ndent of the others.” 

Sees Need of Service 
President Hildreth issued a warning 
referring to present tendencies, say- 
It h long ing more and 
( é t tha vl is in the fu- 

ture to be note of our business. 
] eal when simpler busi- 
ess and al conditions existed 
little was at the hands of the 

I bu re securing of a care- 
f selected business, and the compa- 


ny was well content to pay the prevail- 

nmission for this service. 
ing complexity of affairs 
» assured has come to need technical 
d expert advice on many phases of 
isurance business, and we 
are to hold our own against 
lverse iditions of foreign and 











rust own hip a brokerage compe- 
tion, fit ourselves to give such intelli- 
service as will meet 


and place us as nearly 








upon an even footing with 

outside con petitors. 
While it true that the company 
directly pays the commission, it is just 
true that the property owner pays 
the remium on which the commission 





and we owe a duty alike to the 
property owner and the company to 
] t service possible in ex- 
compensation received. 











change fo 
] 1 e ow this duty to ourselves 
a 1e only | ible means by which we 
id our ow! 
In a nut shell it may be said that the 
PF co en we must be more 
than premium getters or we will not 
even be premium getters.” 





Endorses Contingent Commissions 











Speaking on the commission question 
President ] lreth s ; 
One of the most notable tendencies 
of the ear the growth of the con- 
f ( ! S10 sentiment among 
gents, managers and insurance com- 
ers ‘I payment of a moder- 
at il commission and a further 
commission i le at the end of the 
ir, and contingent upon the profits of 
] yusine uuld make every repu- 
table agent ; vartner in the business 
to an extent heretofore unknown. There 
are some difficulties to be overcome in 
the adoption ¢ such a system, but I 
have become convinced that the advan- 
f h the disadvantages. 
Amon ntages which all con- 
cern companies, agents and public, 
oul ould be that every real 
age 1 be ne a fire prevention 
t th the immediate interest 
o: h wn pocketbook enlisted in the 
camp zn against fire waste. 
“One of the important incidents of 
e yeal work was the handling of 
revenue tax matter. Whatever may 
f f intent of Congress the 
inie through the national board, 


attempted to pass-the burden 
or to the ult ite consumer. It is un- 
1 le that in the long run the con 
mu ‘pay the freight,’ but the 

for throwing this bur- 
1 much better 
dapted for casting the loan upon the 
consumer that we 
re constrained to actively take up 
the cudgels both in behalf of the con- 


1 ] 
mer and ourselves. 
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agent than upon the 


AN EXECUTIVE’S VIEWS 
ON AGENCY PROBLEMS 


CHAS. E. SHELDON “SPEAKS OUT” 
AT CONVENTION 





Plain Truths About “Underwriters”— 
Agents and.the War Tax—Re-insur- 
ance Sapping Small Companies 


In an interesting and informal ad- 
dress before the convention, Charles 
E. Sheldon, western manager of the 
American, of Newark, touched on vari- 
ous matters of importance to the local 
agent. On the subject of underwriters 
agencies, Mr. Sheldon said he thought 
the association might well let them run 
their course and warned the agents 
that the reforms for which they were 
contending would not be brought about 
by motives of benevolence or high busi- 
ness morality on the part of the com- 
panies. 

Mr. Sheldon recalled the days before 
the Universal Mercantile Schedule 
and the Dean “Yard-stick,” when he 
started in his father’s agency, contrast- 
ing those times with the present. He 
made a plea for the small companies 
and the small town agent. 


Decrying the Local Agent 


“It seems the fashion just now in cer- 
tain quarters,” said Mr. Sheldon, “to 
decry the business morality of the local 
agent, to place on him responsibility 
for the high burning ratio of the coun- 
try and to underestimate his business 
acumen. | believe the rank and file com- 
pare favorably with the average busi- 
ness men of the country.” 

Mr. Sheldon said he regretfully ad- 
mitted that there was much of truth in 
the charge that the companies had 
done things resulting in lowering the 
qualifications of agents, but he said 
there was something to be said on both 
sides of the company and agent atti- 
tude, and he cited the stand of the 
agents in the efforts of the companies 
tou put the war tax where it should have 
gone, and he felt disappointment over 
what was regarded as the defection of 
the local agents. 


Why Not Contingent Taxes? 


The final decision of the companies 
to assume the burden of the revenue 
tax might, said Mr. Sheldon, under 
more favorable circumstances have in- 
spired local agents to minimize expen- 
ses in other directions. If the agents 
were not in accord with company views 
as to the war tax, they surely should 
be willing to do yeoman service in the 
matter of the general taxation of fire 
insurance, he said, for the taxes levied 
upon the fire insurance business are 
onerous to the last degree and exceed 
the profits of the companies. The re- 
ports of the National Board of Fire Un- 
derwriters show that the amount of 
such taxes now annually collected is 
over $9,000,000 and equals 6.86 per 
cent. upon the net premiums less the 
net losses. This in the face of the fact 
that 1914 operations showed an under- 
writing loss of 4.21 per cent., and for 
ten years an average loss of .78 per 
cent., or $22,056,390. 

“If contingent commissions, as gen- 
erally advicated by the State officials 
for local agents are desirable, how 
about contingent taxes?” asked Mr. 
Sheldon. “If profit-sharing by agents 
will reduce the loss ratio, why will not 
profit-sharing by the State through the 
medium of contingent taxes also reduce 
the burning ratio through the incentive 
to better building laws, greater atten- 
tion to fire prevention methods, and 
more effective police service? 

“Do you know,” continued Mr. Shel- 
don, “that in eight States of the Mid- 
dle West there was collected during the 
last fiscal year from insurance compa- 
nies in the way of taxes on premiums, 
licenses, fees, etc., a sum approximat- 
ing $6,500,000, and that the expenses 
of the insurance departments of those 
several States amounted in the same 
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period to less than $350,000 
1-20 of the amount?” 
Uncertainties of Underwriting 

As evidencing the disfavor with 
which shares in fire insurance compa- 
nies are regarded, he cited ten repre- 
sentative companies with capitals ag- 
gregating $15,350,000, of which the di- 
rectors own but $1,397,445 of stock at 
par value—that 9 per cent. only of the 
stock of these companies is owned by 
the men most familiar with the opera- 
tions, results and possibilities of the 
corporations whose affairs and general 
business policies they control and 
direct. 

“How many of you agents have stock 
in the companies you represent and 
with whose business operations you 
are familiar?” Mr. Sheldon asked. “Not 
as large a percentage as the directors 

probably not as large a percentage as 
that of the revenue tax you ‘copper 
riveted’ upon the companies! And yet 
there are many well-to-do and even 
wealthy men in your membership. 
What is the answer? Let us find it in 
the words of ex-Commissioner Herman 
L. Ekern, who as you know has not 
been ‘strong’ for stock fire insurance 
companies. In the 43rd annual report 
of the Commissioner of Insurance of 
the State of Wisconsin, we are _ in- 
formed that 

“*The fact that there is no great 
rush of capital to the fire insurance 
business would indicate that men hav- 
ing money to invest do not consider 
the fire insurance field unusually at- 
tractive. A few and long established 
companies show a good percentage of 
profit. However, neither the great mass 
of companies, nor the companies as a 
whole, show a very high rate of earn- 
ings on the actual capital and surplus 
engaged in the business.’” 

Legislation Imperils Business 

It is stated that in the various legis 
latures which have convened this pres- 
ent year nearly 2,500 bills were intro- 
duced affecting fire insurance compa- 
nies, and a large percentage were posi- 
tively vicious. The multitude of new 
laws proposed indicate, in part at least, 
a mistaken idea of the attitude of the 
fire insurance companies toward the 
general public, and much legislation is 
suggested which if enacted into laws 
would only increase the burden of 
legislation upon the many, creating un 
just discrimination in favor of the few 

and those, generally, better able to 
bear the responsibilities of property 
ownership. How long the _ business 
will continue the subject of attack, suf 
fering undeserved indignities and inju 
ries, we cannot foresee,, said Mr. Shel 
don, but the sense of its perils should 
inspire its friends to put away dissen- 
sions and unite to place the business in 
an indefensible position. 

(Continued on page 36.) 
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EXECUTIVE COMMITTEE ON 
ASSOCIATION ACTIVITIES 


FORMULATE DEFINITE RULES ON 
OVER-HEAD WRITING 


* Assail Re-insurance Treaties and Take 
Stand for Net Lines—Other 
Features of Report 


The report of the executive commit- 
tee, of which E. C. Roth is chairman, 
touched on all of the activities of the 
association during the year. Concern- 
ing over-head writing the report said: 

Over-head Writing Practices 

Several questions have been submit- 
ted to the executive committee for rul- 
ings as to the application of the over- 
head writing principles, and the com- 
mittee has ruled that the policy is to 
be written by the agent commissioned 
for the territory in which the risk is 
located; that the insurance shall be 
written at the rates and rules to which 
the risk is subject locally, that if the 
property is owned by a resident, no 
commission is payable to an outside 
broker; if owned by a non-resident a 
division of commission with the broker 
is permissable. 

When the over-head writing princi- 
ples were established the only exemp- 
tion recognized was schedules on 
steam railroads. We find that certain 
companies and agents and some com- 
pany organizations have recognized 
other exemptions not authorized by the 
association. We find this clause in 
the over-head writing rules of one of 
the company organizations: 

“This rule does not apply to railroad 
property written under schedules, nor 
to blanket grain policies written under 
the elevator and warehouse schedules, 
retail lumber yards, automobiles, nor 
to such risks as may be especially au- 
thorized.” 

This question of exemption is a seri- 
ous matter, which should be consid- 
ered by this convention with a view to 
making some declaration as a code 
guide to company and agents. 

Agents to Blame Too 

Complaint is made that while agents 
require companies to protect them 
against over-head writing, they do not 
in turn protect their fellow agents; 
that when they have a risk to place in 
a locality other than their own, they 
select companies not represented in 
that locality in preference to writing 
the risk through the local agent in rep- 
resented companies. 

In all declarations 
Association on over-head writing, it 
has opposed such practice by agents 
as well as companies. The obligation 
is two sided. Agents who will not re- 
spect the territory of other agents 
cannot complain if their territory is 
not respected by brokers and compa- 
nies. Agents realize how essential it 
is to stand together for good practices, 
and the few exceptions where agents 
deliberately evade their obligations to 
fellow members must be strongly con- 
demned. 

Favor Credit Reform 
association has continued to 
favor reform in the credit evil and 
notes with satisfaction the increasing 
number of local boards supporting the 
efforts of the companies. Bills were 
introduced in New Hampshire and New 
York to void the policy in case pay- 
ment of premiums was not made with- 
in a specified time, but neither were 
passed. 

We should not encourage legislation 
since it is far better to settle these 
matters between the agents and the 
companies themselves. Reasonable 
credit is not harmful and possibly nec- 
essary, and in some isolated cases ex- 
tended credit may be necessary, but 
where this results in the introduction 


of the National 


The 


o* bad practices, which amount to spe- 
favors and even rebating, 


cial it be- 


comes necessary to favor methods 
eliminating the evil. 
Re-insurance Treaties and Net Lines 

The National Association at its 
Minneapolis convention took a long 
step forward in assailing this deep- 
rooted practice. It was then declared 
that the time was ripe for a move- 
ment toward net line writing, and a 
call was issued upon companies and 
agents to aid “in discontinuing the 
practice of writing large lines far be- 
yond the carrying capacity of the com- 
panies.” 

There has been some complaint that 
our action has not led to perceptible 
improvement. The real purpose of the 
declaration was to look toward the 
future with a view to developing senti- 
ment which would bring about in time 
effective results. As a matter of fact, 
however, there has been a decided 
tendency toward modification, which 
has been aided materially by the Eu- 
ropean war. 

Policy of the Association 

In some quarters the Association is 
criticised for what is termed its ag- 
gressive policy and disregard for the 
friendship and good will of companies. 
Agents have come to rely upon the 
Association and the Bulletin as the 
medium through which their com- 
plaints can be voiced. It is in defer- 
ence to this expectation that the poli- 
cies of the Association have developed. 
The National Association must give its 
first concern to the interests of the 
local agents, simply because no other 
organization will do so, and we feel 
that the work of the Association cov- 
ering a long period of years has un- 
doubtedly resulted in maintaining bet- 
ter practices and in gaining for the As- 
sociation and its Bulletin a notable de- 
gree of confidence and respect. 

Reporting on the casualty 
the committee said: 

The Bulletin has continued its Casu- 
alty Section and made itself useful to 
all members. 

(Continued on page 38.) 
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LEGISLATIVE ACTIVITIES 
PRODUCE GOOD RESULTS 


LOCAL AGENTS URGED TO ASSERT 
THEIR POWER 





Committee on Legislation Shows Need 
for Further Reforms to Protect 
Agents’ Business 


George D. Markham, chairman of 
the committee on legislation, present- 
ed that committee’s report which 
showed effective work in shaping leg- 
islation. The committee co-operated 
with the committee on laws of the Na- 
tional Board. 


Control of Rates 


State control of rates in any degree 
is fraught with danger to local agents, 
said the committee. From political ne- 
cessity State control produces a down- 
ward pressure on the rates. And as 
only a slight fall in the average rate 
will obliterate the narrow margin of 
profit in the operations of most of the 
companies, we may well fear, if rates 
are forced too low, the early failure or 


withdrawal or re-insurance of all but 
the most successful companies. From 
this catastrophe no one can deliver 


our business but the local agents, who 
are able, if they choose, to control pub- 
lic opinion in each State and secure 
adequate consideration for the rating 
bureaus. Therefore now, as never be- 
fore, the business needs active, earn- 
est, intelligent and loyal agents, com- 
petent to fight off the consolidation of 
the business into a few great compa- 
nies which would be able to dictate to 
agents and legislators, because indis- 
pensable to both. 


Suppressing “Underwriters” 


On the suppression of underwriters 
agencies the committee is of the opin- 
ion that agents can bring this matter 
to the attention of their State commis- 
sioners and obtain rulings without re- 
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course to special enactment by the 
legislature. We feel that much is to 
be gained if the underwriters’ annexes 
can be suppressed without seeking re- 
lief by legislation. Yet we recognize it 
may be necessary still further to ap- 
peal to this source of relief to secure 
a final elimination of the underwriters’ 
agency. 

Good progress has been made and 
little is heard nowadays in justification 
of this transparent attempt to make 
two companies out of one, said the re- 
port. The recent organization of the 
American Eagle Fire to take over the 
business of the Fidelity Underwriters’ 
points out the right course to take in 
the case of those underwriters’ annex- 
es which are worth preserving. 

Licensing of Adjusters 

Bills for licensing adjusters appeared 
in so many legislatures that the com- 
mittee is curious to know their origin. 
The National Association has never 
considered this subject. Perhaps some 
zealous adjuster for the assured in- 
vented the idea, suggests the report. 
There appears to be no good reason to 
oppose these bills. 

Commissions to Non-Residents 

“We recommend,” said the commit- 
tee, “that this convention re-affirm its 
principles as regards the payment of 
commissions to non-resident brokers 
on property owned by non-residents 
and placed at the ‘rates and rules to 
which the risk is subject locally.’ 
There is a tendency in some States to 
enact laws limiting or forbidding the 
payment of commissions on brokered 
business. 

“Your committee sees considerable 
peril in this matter in connection with 
over-head writing. We cannot expect 
companies to refrain from over-head 
writing if agents refuse to pay a bro- 
kerage to non-resident agents within 
the limits laid down by the National 
Association. Nor should we be un- 
mindful of the fact that where denied 
a legitimate commission the non-resi- 
dent broker can usually obtain the con- 
sent of the property owner to use the 
ample ‘counter market’ in New York 
City and London. This, of course, re- 
sults in the loss of the business both 
to the resident agent and the licensed 
company. 

“While the acts of some licensed 
companies in connection with non- 
resident brokers is contrary to good 
practice, may we not, in attempting to 
cure one evil, establish a still worse 
condition for the local agent and the 
agency company? 

Reforms Still 

“Your committee on legislation has 
opportunity to see how necessary to 
the proper shaping of public opinion is 
the loyal service of an intelligent body 
of local agents. Therefore it cannot 
close this report without a plea to this 
convention to denounce clearly the 
abuses which debase the agency class; 
such as the reckless appointment of 
unfit agents only to gain a pre-emi- 
nence in premiums which may be a dis- 
credit if net earnings fall conspicuous- 
ly; such as the inconsiderate destruc- 
tion of the value of an agency appoint- 
ment by plainting a competing agency 
of the same company or its annex in 
a faithful agent’s territory; such as 
the double dealing which pledges co- 
operation to our association, in order 
to get our business, and then secretly 
writes cut-rate and loose form insur- 
ance for non-resident brokers; such as 
the writing of enormous lines which 
must be largely re-insured in a distant 
market, thus depriving the other local 
agents and companies of lines which 
they could write. 

“All these things take the heart out 
of local agents and make them indif- 
ferent to what may happen to the 
business. Only a few companies lead 
in these practices, but their swollen 
premiums tempt imitators. Cannot we 
arouse the better local agents of the 
United States to discriminate against 
the companies which indulge in such 
practices. And cannot the other com- 

(Continued on page 36.) 
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SEES NEED FOR PROFIT- 
SHARING COMPENSATION 


EFFECTS OF USING CONTINGENT 
COMMISSIONS 


David Rumsey Voices Warning— 
Would Benefit All Interests—Figur- 
ing the Contingent Elements 


The fire insurance business faces the 
necessity of adopting some form of 
profit-sharing compensation, according 
to David Rumsey, vice-president and 
counsel of the Continental Insurance 
Co., who addressed the convention on 
“Contingent Commissions.” In dis- 
cussing this method, Mr. Rumsey 
reached the conclusion that its adop- 
tion would operate to the advantage of 
the agent, the company and the public 
and would solve some of the present 
agency problems. 


Interest in  Profit-Sharing 
Commissions 

“Viewed narrowly,” said Mr. Rumsey, 
“the subject is a simple question of 
cost. The company wants business. 
It wants good business and all that its 
capacity will enable it to assume. It 
wants to be supplied at the least ex- 
pense consistent with maintenance of 
quality. On the other hand, the agent 
controls business or by his services can 
secure it, and he wants to be paid as 
much as he is able to secure for his 
services and his power of control. The 
situation is commercial. The agent can 
drive the price for his services up to 
the point where he loses his supply of 
companies and the company can drive 
down the price until it loses its agent 
and its business. So common sense 
usually prevails and an agreement is 
reached upon a middle ground of fair- 
ness to both parties as indicated by the 
light of experience. 

“For years it has been contended by 
some of the men of large minds and 
extended experience in the business 
that a general change in the manner of 
paying agents so as to include the 
profit-sharing feature would work an 
immense benefit to companies, to agents 
and to the public,” Mr. Rumsey said. 
Nor has the belief diminished with the 
lapse of years. It has increased notably 
in the past few years. It has been 
taken up by the company managers and 
favorably considered by them to the 
extent that the efficacy of contingent 
commissions is pronounced by many 
company Officials as unqualifiedly good 
for the companies interests and by 
many others as at least worthy of se- 
rious and general trial. 

Mr. Rumsey called attention to the 
drift toward profit-sharing commissions 
and said the insurance commissioners 
have taken it up with enthusiasm. The 
legislatures of three States have, dur- 
ing the past winter, seriously consid- 
ered imposing, by law, contingent com- 
missions upon the insurance business 
and thus depriving both agents and 
companies of the right of private con- 
tract concerning the payment for 
agency services. If the companies and 
agents do not themselves settle the 
matter and adopt in some form the 
profit-sharing idea as applied to agents 
compensation, an attempt to legislate 
upon the subject will be a grave and 
growing factor. 

No Injury Would Result 

“This question of profit-sharing com- 
missions,” said Mr. Rumsey, “is force- 
fully presenting itself for decision. Let 
us decide it from within the business, 
not have it decided for us from without. 
If our decision is that the contingent 
plan of compensation is good or that 
it is worth a trial, let us effect the 
change voluntarily, forestalling further 
legislative agitation. If our decision is 
that the contingent plan of compensa- 
tion is unfair to the interests of agents, 
companies or the public, and that it 
should be rejected, let us at least have 
given the subject such fair and careful 
thought as to be prepared to demon- 


Growing 


strate our conclusions. The subject 
is undeniably pressing for our decision 
and the time for determining the mat- 
ter is not only opportune but urgent. 
There should be no man connected 
with the business of fire insurance, 
whether as company representative or 
local agent, who permits himself to re- 
main lacking in a definitely formulated 
opinion on this subject expressed in 
such mazner that the consensus of the 
opinion of our business upon this point 
may be known. 

“At the risk of an anti-climax to this 
address, I wish to tell you now my own 
conclusion. It is that while a change 
in the manner of compensating agents 
so as to include the profit-sharing idea 
will not solve all of the problems of 
our business, nevertheless the change 
is dictated by sound principles; that 
contingent commissions can be put in 
force not only without injury to the 
agents, the companies or the public, 
but with benefit to those three inter- 
ests; that the plan is worthy of a gen- 
eral and sustained trial; that adjust- 
ments in the details of any plan will, 
ir all probability, have to be made, and 
that it is essential to the interests both 
of agents and of companies that they 
should together adopt the plan and con- 
trol its adjustments without permitting 
the reform to be forced upon them by 
legislative action. 

Must Be Controlled by Co-operation 

“Practically every principle which 
applies to the sale or traffic in property 
or other commodities,” he said, “breaks 
down when applied to fire insurance. 
The sale of commodities may be regu- 
lated either through natural forces or 
through law by means of the force of 
competition. The sale of fire insurance 
cannot be regulated by competition and 
must, either by agreement or by law, 
be controlled by means of co-operation. 
This has recently been recognized as to 
rates of premium. It is equally appli- 
cable to the subject of payment of 
agents for securing premiums. 

“The influence of the _ prevailing 
method of compensation is toward the 
securing of high rated and, consequent- 
ly, more hazardous business. This in- 
fluence is very considerably modified 
where graded commissions are in use 
by reason of the application of three 
different percentages of commission 
which are based upon the comparative 
hazard of the different classes to which 
the percentages apply, but within the 
limits of each class the tendency which 
is fostered by the present system is 
to induce the agent to prefer the high 
rated and, therefore, the more hazard- 
ous business.” 

Where the Agent’s Interests Lie 

Mr. Rumsey pointed out that while 
agents continue to be paid a commis- 
sion which is fixed at a percentage of 
the premium to be charged it is natural 
that they should be negligent in ascer- 
taining the existence of removable fire- 
producing conditions and indifferent to 
the removal of defects. The existing 
system penalizes the agent for his care 
of the public interest and the interest 
ot his principal, the insurance company, 
and it is too much to expect of human 
nature that insurance agents should 
devote their lives to a study of com- 
parative fire hazards or should ener- 
getically perform the public service of 
instructing property owners in the sci- 
ence of eliminating removable fire haz- 
ards when the more expert and active 
he becomes the less money he is able 
to earn from his business. Every time 
a defective condition is removed or an 
improvement in the fire hazard secured 
which gains for the property owner a 
reduction of premium of $10, it costs 
the agent at least $1.50 loss of compen- 
sation for his activities. 

“For these reasons,” continued Mr. 
Rumsey, “I say that the present method 
of compensating agents is unfair to the 
agents and that it is unfair to the com- 
panies and to the community. It does 


not follow from this that a change in 
the method of compensation should 
necessarily be made. No change should 


be made unless a fairer means of pay- 
ment can be secured, but as the exist- 
ing condition is unfair, an effort should 
be made to remedy it. 

Effects of Contingent Plan 

“The contingent commission plan 
contemplates the payment of a flat com- 
mission based on a percentage of pre- 
mium but supplements this by the pay- 
ment of an additional percentage fig- 
ured upon profit. 

“The payment of commission based 
on profits tends to minimize, if not to 
counteract, the influence of the straight 
commission plan, the tendency of which 
is toward neglect and incompetence. 
In addition to this negative value of 
the profit-sharing plan, it has the addi- 
tional and affirmative advantage of ac- 
tively stimulating an agent to just 
those things which are in the best in- 
terest of the policyholders and the com- 
panies. 

Broader Instruction Needed 

“Few subjects have more inherent 
elements of interest than the study of 
comparative fire hazards,” said Mr. 
Rumsey. “Few subjects have a wider 
range. The student of fire insurance 
can profitably bring to bear upon his 
subject all the knowledge which he is 
able, by research or by experience in 
life, to secure. The education for the 
business which now is gained by expe- 
rience should be supplemented by in- 
struction. There should be colleges to 
teach fire insurance and, beyond in- 
struction, the business needs a widely 
reorganized standard of ethics. That 
standard must hold those engaged in 
insurance up to the principle of show- 
ing their clients how their interests can 
be protected in ways which they are 
not capable of understanding, and, 
above all, the standard must include a 
high sense of regard for the public wel- 
fare. That such is the ideal for your 
business, to be worked for and to be 
fought for, I believe you will agree, but 
how can we expect great progress to- 
ward lifting up the standards of fire in- 
surance to such ideals when every 
agent is faced with the brutal fact that 
each improvement of conditions for 
which he should be striving reacts di- 
rectly against his own advantage?’ 

Limitation of Local Agents 

Mr. Rumsey said there is another fea- 
ture of the subject which appears to 
be of primary and vital importance to 
insurance agents, that is, the effect of 
profit-sharing commissions upon a limi- 
tation of the field for local agents. The 
body of local agents consists of a large 
number of established and experienced 
men, who are in the insurance business 
as their life work and principal means 
of livelihood. On the outskirts of this 
body, he said, there is a scattering of 
incompetent men, who are either unwil- 
ling or unable to perfect themselves in 
the business which they have under- 
taken and who merely stand ready, as a 
side issue in their business life, to ab- 
sorb such commissions as may be se- 
cured without effort and without care. 
This condition has produced agitation 
for limitation of the number of agen- 
cies and the movement has taken the 
form of arbitrary rules promulgated 
within the business and has been car- 
ried even to the extent of threatened 
regulation by law. 

“I assume,” said Mr. Rumsey, “that 
your view favors some form of agency 
limitation, and I suggest, for your con- 
sideration, that a properly adjusted 
profit-sharing commission plan would 
necessarily constitute a natural agency 
limitation, although it would not, in 
any sense, be an artificial limitation. 
The grave objection to rules or regula- 
tions arbitrarily limiting the number 
of agencies is that such rules are arti- 
ficial in their nature and, consequently, 
unstable. It is difficult to trace a rela- 
tion between any particular condition 
in the business and the artificial rules 
which grow out of it. If the rule is for 
a single agency in a specified area or 
for a certain number of agencies, no 
one can demonstrate why the number 
was fixed as the rule establishes it, 





and the unnatural business condition is 
an inevitable source of friction. 
Would Eliminate Unskilled 

“The amount of fire insurance busi- 
ness,” continued Mr. Rumsey, “is nec- 
essarily limited and from that fact it 
follows that the number of agents who 
can profitably conduct the business is 
equally limited. It is natural and pro- 
per that agents who have gained expe- 
rience in the business through the con- 
duct of established agencies should re- 
sent the interference of unskilled men 
projecting themselves into the legiti- 
mate field of activity of established 
agencies. This happens because, in 
present conditions, the attraction of 
outsiders is the ability to secure a cer- 
tain amount of commissions without 
risk, without responsibility and with- 
out the equipment of an education in 
the business. Once you create a condi- 
tion where skill, education and active 
attention to the insurance business are 
essential to large returns, the outsider, 
who lacks these qualifications, neces- 
sarily becomes eliminated. If these 
qualities are made essential to the se- 
curing of large returns from the busi- 
ness, you gentlemen who have them 
will have gone far toward the elimina- 
tion of undesirable competition. It is 
not too much to say that a properly ad- 
justed profit-sharing commission plan 
will go far, by natural means, toward 
solving the question of agency limita- 
tion even if it does not constitute a 
complete solution of that difficult 
problem. 

“I do not underestimate the difficulty 
of determining upon the details of a 
contingent commission plan which ade- 
quately protects the legitimate inter- 
ests of the agents. Various percent- 
ages for adjustment of flat and contin- 
gent commissions have been used and 
suggested as constituting a proper ad- 
justment. At present, we hear fre- 
quently that the percentages should be 
an equal division of 12% per cent. flat 
with the same amount contingent. 

Percentage the Crucial Point 

“Of course,” he said, “the crucial 
point in this whole matter, from the 
point of view of both agents and com- 
panies, lies here. What percentage of 
flat commission should be paid to 
agents under a properly adjusted profit- 
sharing plan and what should be the 
percentage of contingent commission 
which is fair to both interests? Which 
plan of those which have been adopted 
and suggested is the correct one, or is 
it necessary to adopt different percent- 
ages from any which have heretofore 
been used in order to make proper ad- 
justment for the protection of the 
rights of agents and of the companies? 
I do not intend to answer these ques- 
tions directly, but I do believe that 
there are certain underlying: prifciples 
which control the determination of 
these questions and which, if clearly 
recognized and applied, will make it 
possible for companies and agents to 
meet upon a common ground and agree 
upon these vital questions of amount. 

The Controlling Principle 

“The controlling principle,” Mr. Rum- 
sey explained, “is that the percentage 
or flat commission must not be so large 
and the contingent or profit-sharing 
commission must not be so small that 
the agent’s interest becomes centered 
in his flat commission to the exclusion 
of his interest in agency profits. An 
unduly large flat commission or an un- 
duly small contingent commission will 
place the agent in a situation where his 
pecuniary interest is to secure any flat 
commissions obtainable regardless of 
the effect upon the loss record of his 
agency. The agent’s reasonable oppor- 
tunity for earnings from his profit- 
sharing account must outweigh the 
loss of flat commissions involved in the 
rejection of bad business—otherwise 
the whole purpose of the profit-sharing 
plan breaks down with no benefit re 
sulting either to the community or to 
the agents themselves. 

“But within the limits of this princi- 


(Continued on page 34.) 
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TRAINED AGENTS NEEDED — 
AN ERA OF SALESMANSHIP 


F. V. BRUNS SEES ELIMINATION OF 
SPECIAL AGENTS 








Times Call for Local Men With Exact 
Knowledge of Business—Duty of 
Companies 

In a live and effective talk on “Bet- 
ter Insurance Salesmanship,” Frederick 
V. Bruns, of Syracuse, N. Y., held that 
no agent should be permitted to sell 
insurance until he had been thoroughly 
trained in the rudiments of the busi- 
ness and had learned policy forms, rate 
making processes, office routine and 
salesmanship principles. He called at 
tention to the more efficient service 
being rendered by the companies, 
which has largely taken away the value 
of the special agent and he believed 
the agents should be in a position to 
dispense with the special agent alto- 
gether. 

Agents Given Thorough Training 

“Someone has well said,” said Mr. 
Bruns, “that the most mercenary busi- 
ness in the world is that of the insur- 
auce agent who does nothing more 
than deliver a poticy and collect his 
premium, In a masterly address some 
weeks ago, before the Casualty Agents’ 
Association, Hugh Chalmers said some- 
thing which we, as insurance men, 
have learned to our sorrow: that ‘In- 
surance comes under the head of diffi- 
cult salesmanship. We _ sell the in- 
tangible, something which, in the great 
majority of individual sales, our buy- 
ers never learn the real value of.” 

In some cities and in a very few 
office, schools are conducted by agents 
where regular instruction is given all 
of the employes, inside, and outside 
workers, in the various technicalities 
which make the business of insurance 
so difficult and withal so fascinating to 
the real student. In the best offices 
to-day, said Mr. Bruns, no man is per- 
mitted to go out upon the street to sell 
insurance until he has had at least six 
months of ten hours a day hard, prac- 
ical office routine, earning policy forms, 
rate making processes and basic sales- 
manship principles. 

‘This should be a law with every 
office,” continued Mr. 3runs, “and 
agents should be ashamed to be repre- 
sented to buyers of their goods by ir- 
responsible, make-believe parasites of 
solicitors. To my mind, there is a 
vast difference between insurance 
salesmen and insurance solicitors, I 
am getting to regard the insurance sol- 
icitor as a man who has failed in law 
or medicine, or some other business, 
and uncovers some political, fraternal 
or family influence. His standard of 
living is such that he is able to live 
comfortably on the three hundred to 
a thousand dollars annually that he 
gets out of the business. The sales- 
man, however, is in the class of the 
$5,000 to $10,000 a year man; the men 
who know every element of the busi- 
ness from its history to its most elusive 
details.” 

Genuine Salesmen Needed 

He said he was impressed more and 
more with the fact that the business 
of insurance is being conducted by the 
$10,000 a year salesman. The selling 
force for insurance companies is get- 
ting to resemble the home office or- 
ganization,—college men, keen, aggres- 
sive, brainy, executive individuals. 

The differentiation between the sol 
icitor and the salesman has not been 
emphasized enough, he said. The buy- 
ing public now demands from insurance 
men dollar for dollar, not only in the 
character of the indemnity delivered, 
but also in the character of service. 
He cited the development of the auto- 
mobile industry, showing that seven- 
eighths of the selling talk of the auto- 
mobile salesman is “Service.” Thus 
far, generally in insurance it has been 


about one-eighth “Service,” he said, 

and that has been purely advertised 

“Service” and not goods delivered. 
Special Agents Superseded 

“Insurance companies must waken to 
the fact that they have a_ function 
other than the furnishing of indem- 
nity,” continued Mr. Bruns. “They 
must train their selling force and for 
this they have the material available 
in their special agents or travelling 
representatives. The duties of these 
same special agents, who were of esti- 
mable value in the past, have gener- 
ally been taken away. In New York 
State, the special agent as an inspec- 
tor of risks has been supplanted by 
inspection bureaus; as an adjuster of 
losses, by adjustment bureaus; and 
very soon as a collector of balances, 
Duns and Bradstreets will take his 
place. 

“As sales agents, let us welcome 
these changes and let us say to our 
companies, ‘Call your field men _ in, 
equip every man on your force so that 
he can go into any office in his field 
and run that office exactly as well as 
the agent. When he can do that, then 
teach him improved office methods, bet- 
ter selling talks, new business getting 
formulae, teach him to be a student 
of local conditions; teach him to be 
an inspirer of men.” 

Companies Should Instruct Agents 

If companies must appoint new 
agents, Mr. Bruns said, let them be in 
a position to teach these new appoin- 
tees the rudiments of the business. No 
institution in the world would estab- 
lish a vast selling organization on so 
loose a basis as do insurance com- 
panies, 

Special agents should be master 
teachers and trained salesmen so that 
the new agent can be started right 
and the old agent enthused to better 
practices and more effective efforts. 

Was Never Offered Aid 

“During the seven years in the Dusi- 
ness of insurance,” he said, ‘and the 
only business I have even been in I 
have represented some of the greatest 
stock corporations doing business in 
this country, with a working capital ag- 
gregating $50,000,000 and during that 
time, I have hazarded their capital to 
the extent of millions of dollars. Yet, 
during that entire time, not once has 
a company representative aided me di- 
rectly or indirectly in helping me to 
make my business more efficient, my 
office more profitable to the company 
ov my investment of more value to my- 
self. 

“If any special agent had ever come 
into my office and acted along the lines 
as above indicated, I would have estab- 
lished him irrevocably in my heart and 
hig company would have been the lead- 
er in my Office.” 

New Era and Its Reward 

Mr. Bruns predicted an era of strife 
for legitimate supremacy and held that 
the insurance company which co-oper- 
ates with its selling force in the devel- 
opment of high grade salesmen, is the 
insurance company which is going to 
profit the most, not only in the volume 
of business, but in the character of its 
risks, Agents will then be able to talk 
as salesmen. As capable salesmen. 
they will be able to drive from the 
field the vicious parasites who, in the 
guise of solicitors are pulling away 
from true enterprise that which is hon- 
estly its own. Insurance offices all 
over the country will then be concen- 
trated centers from which will emanate 
aggressive advertising compaigns. 
Newspapers will no longer be filled 
with figures, showing the assets, and 
liabilities and the names of officers of 
nsurance companies, which, he _ said. 
we have come to regard as a huge 
joke; but, each advertisement will be 
copied after the advertising of the mod- 
ern industrial developments. Live 
thoughts will be brought forth and in- 
telligent reading matter will be given 
to the public. All will be able to tell 
by word of mouth and by printed word 
constructive thoughts about the pres- 
ent collateral value of insurance in its 
relation to industrial development, 


Sees Need for Profit- 
Sharing Compensation 
(Continued from page 31.) 


ple there are. other considerations 
which must be kept in mind. One is 
that an agent should not be asked to 
speculate with his livelihood even for 
the benefit of a general improvement 
of the fire insurance business or for a 
general betterment of the community. 
Another is that an agent should be 
asked to make a substantial part of his 
compensation contingent only if the 
contingency is broad enough to acquire 
the stability of an average instead of 
the sporadic uncertainty of a specula- 
tion. 

“The difference between speculation 
and insurance is a difference of degree. 
It is the difference between narrowness 
and breadth. An agreement, for a small 
consideration, to pay the value of a sin- 
gle property in case it shall be destroy- 
ed by fire, standing by itself, is a spec- 
ulation, but when such agreements are 
made in sufficient number so that the 
average of loss upon a large number 
of such contracts becomes a stable 
quantity, then the point of speculation 
is past and the business of insurance 
becomes legitimate. 

The Local Agency Analyzed 

“Is the field of a small local agency 
sufficiently broad,” said Mr. Rumsey, 
“to serve as a basis for average results 
which will stabilize the agent’s profit- 
sharing commissions instead of making 
them erratic and uncertain? 

“Let us analyze the conditions of a 
lecal agency before answering this 
question. It seems to me that the work 
of an insurance agent may be divided 
into two parts, first, the usual and 
what may be termed the normal work 
of soliciting insurance, offering it to the 
companies in his agency, the writing of 
policies and the general routine work 
incident to the securing of ordinary 
business and the labor involved in the 
conduct of ‘such business. This work 
must be done and should be paid for at 
its value regardless of results and the 
value of such services to my mind con- 
stitutes the full measure of the flat 
commission to which an _ insurance 
agent is entitled. 

“It is sometimes said that a flat com- 
mission payment should be an amount 
sufficient to enable an insurance agent 
to make a fair living. While this ex- 
pression of the point of view appears 
to be measurably correct, it cannot be 


about better understanding of under- 
writing practices and loss reducing 
methods. 

How Insurance Publications Help 

Insurance newspapers and maga- 
zines, he said, are doing a great work 
in raising the standard of insurance 
salesmanship. Every Court decision on 
insurance problems, every inspiring 
talk on better methods, every descrip- 
tion of successful fire agents and mod- 
ern systematized offices as quoted and 
described by them, helps along the 
gcod work. 

“We should all read at least three 
papers dealing with our business every 
week,” concluded Mr. Bruns, “thor- 
oughly, religiously and with honest 
hunger. Not one of us knows all about 
everything pertaining to our business. 
Let us learn more evéry day—let us 
teach more every hour—let us demand 
of ourselves a real demonstration of 
the ‘survival of the fittest’ and drive 
from our own office organizations and 
from our competitive field the inferior 
solicitor and part time agent or broker. 

“Ours is a profession. Make compan- 
ies and insurers regard it as such by 
our own merit, You and I! are engaged 
in a great construction—distributive, 
preventative business—to long held up 
to public gaze as carried on by failures 
in everything else. Success now as 
measured in satisfaction, dollars and 
cents for us and for our companies, 
must come as we reach more closely to 
that pinnacle of difficult attainment— 
insurance salesmanship.” 


understood to mean that any man who 
sees fit to constitute himself an insur- 
ance agent is entitled to earn a living 
from his companies regardless of the 
services which he performs. But if the 
expression is intended to mean that the 
flat commission payable to agents 
should be a fair return for the services 
which I have described, then I believe 
that the statement is sound.” 


Flat Percentage as Basis 

Under every profit sharing commission plan 
which ever has been devised, Mr. Rumsey 
said provision is made for the payment to 
the agent of a substantial flat percentage com- 
mission. To this extent, the agent’s compen- 
sation is dependent upon no contingency and 
none of the doubts or questions concerning the 
protit sharing commission are involved. If 
this tilat percentage payment is a fair compen- 
sation for the work of the agent other than 
that of expert underwriting and supervision, 
a fair adjustment seems te be accomplished. 
The additional compensation for the expert 
service of a local underwriter can only be 
measured in terms of a profit sharing com- 
mission, because it is only as results have 
been accomplished that performance of the 
underwriting services can adequately be 
shown, and I say to you without reservation 
that in any agency, whether it be large or 
small, which is a permanent going concern, as 
distinguished from a temporary expedient for 
the collection of a small amount of commis- 
sions, and which is conducted as a_ principal 
occupation instead of a_ slighted side issue, 
the necessary business average will be se- 
cured to make a profit sharing commission a 
stable factor which can be counted upon in 
the long run with about the same assurance 
as if it were a fat commission. 

A company cannot clear away from its rec- 
ord the losses of each year and start afresh. 
The agent can do this. A company with a 200 
per cent. or a 300 per cent. loss ratio at an 
igency in a single year will show a continued 
oss for two or three years The agent has 
the advantage that, in the computation of his 
contingent commission, each year stands by 
itself and while he may, in any year, earn 
no contingent commission, the losses of that 
year are not charged against the account in 
1 succeeding year. In this respect Mr. Rum- 
sey explained there is a vital difference be- 





wee the case of company’s loss record 
1 narrow tield of insurance and the agent's 
pportunity f securing a stable average upon 


which his share of profit is to be computed. 

t years, a company 

the total premiums 

during the entire 

yet, notwithstanding that fact, the 

t may have earned a_ substantial profit 

sharing commission in every year but one. 

The importance of this difference between 
the two cases cannot be overestimated. 

Computing Profit Sharing Commissions 
Concerning the manner of computing profit 
haring commissions Mr. Rumsey said that 
is is only secondary in its importance to 
the question of the proper percentage to be 
determined upon. The only plan for com 
puting profit sharing commissions which has 
had an extended practical trial involves the 
single company basis and charges against 
ncome only the losses and local or agency 
expenses. This plan puts the company’s pre- 
receipts from the agency, that is, the 
premium, less return premiums and pre 
not taken, upon the credit 
and charges against that 
losses incurred during the 
sharing r on risks in force upon the 
books of the company at the agency, second, 
the amount of flat commission paid to the 
agent during the year and, third, the actual 
expenses incurred by the company in connec- 
tion with the agency, including state and 
local taxes, license tees and local board 
expenses. 

Objection is made to this plan he said by 
those who have not had an opportunity to ob 
serve its practical effects in operation upon 
the ground that a loss in the early part of 
the year sufficient to imperil or to eliminate 
the hope of profit will tend toward the de- 
flection of business to other companies which 
compensate the agent upon a different basis 
or which have the advantage of a more favor- 
ible loss experience for the current year. 

There is no doubt continued Mr. Rumsey 
that this is a sound theoretical criticism, but 
it is equally certain that, as a practical mat- 
ter, the tendency toward the transference of 
business is negligible. This is undoubtedly 
due to two influences, primarily, the loyalty 
of agents and, secondarily, supervision of the 
business by special agents. If the objection 
to which I have referred is not a_ practical 
disadvantage in present conditions where 
igents have the opportunity to transfer busi 
ness from a company which compensates upon 
the profit sharing plan to a company which 
pays a higher scale of flat commissions, how 
much less will be the operation of this 1in- 
fluence if all companies in the agency are 
yperating upon a profit sharing basis. 

Pooling the Agency’s Experience 

The principal alternative plan for computing 
profit sharing commissions is that of pooling 
the experience of the entire agency, comput- 
ing the profit upon the business of all com 
panies collectively and dividing the liability 
for profit sharing commissions among those 
companies who have earned a profit. It is dif- 
ficult to see in what respect this alternative 
plan is an improvement upon the single com- 
pany basis, either from the point of view of 
the agent or the companies. The profit of the 
agency, computed upon the basis of pooling 
the experience of all companies, can never be 
greater, but may be less, than the aggregate 
profits of the companies which have secured 
a profit. If total premiums are taken upon 
one side of the account and total losses of 


(Continued on page 38.) 
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LARGER VIEW NEEDED 
OF INSURANCE AFFAIRS 


JOHN T. STONE WARNS AGAINST 
TENDENCIES 


Rests With Business to Change Drift 
—Cites Instances of Narrowness 
In Insurance 


In a thoughtful and scholarly address 
on “The Larger View,” John T. Stone, 
president of the Maryland Casualty Co., 
declared that the conditions facing the 
business required that all insurance 
men take a larger and broader view of 
their work in order to combat the in- 
fluences toward State insurance and 
cther tendencies inimicable to the fu- 
ture of corporation insurance. Legis- 
latures had refused, when insurance 
matters were under consideration, to 
hear insurance men who presumably 
could speak with authority on insur- 
ance needs, because, he said, they were 
suspected of self-interest. Mr. Stone’s 
plea was to get away from the narrow 
view of self-interest and to convince 
the public and legislators that insur- 
ance men were for the larger interests 
for better and broader’ insurance 
service. 

If business men would be heard and 
heeded hereafter in shaping legislation 
they must speak unmistakably from the 
larger viewpoint, he said. If they 
would regain the influence which they 
have lost in such great measure, they 
must prove that their knowledge is 
being used and their advice is being 
offered, not merely, or indeed princi- 
pally, to advance their own interests. 
They must prove that they have a 
wider vision and a broader objective 
and that they are both sincere and 
earnest in placing the welfare of the 
country and its people as a_ whole 
ahead of the immediate concerns of 
their own business. 


Facing a New Issue 

“The situation in insurance affairs is 
identical with the general condition,” 
continued Mr. Stone. “I have protested 
like many of my associates in the in- 
surance business, against the uniform 
unwillingness to give us a hearing at 
State capitols when the important sub- 
ject of workmen’s compensation has 
been before legislatures. We can say 
truly, and have said repeatedly, that 
our study of this very complex subject 
and our years of experience in deal- 
ing with many of the factors which 
enter into its right solution, equip us 
te furnish helpful information and ad- 
vice. But we are always warned to 


keep away. Why? Because it is the 
general belief that we are actuated 


only by the purpose to influence legis- 
lation in the interest of our companies. 
We are ‘suspects,’ and are, therefore, 
kept at arm’s length. 

“Let us recognize that there is noth- 
ing essentially new at all in this situa- 
tion. It tells us clearly that we are 
facing the age-long conflict between the 
immediate and the ultimate, the con- 
trast between narrow self-interest and 
broad conceptions, the choice between 
the temporary and the permanent, the 
claims of the incidental against those 
of the fundamental. One of the oldest 
stories in all literature and one whose 
portrayal of these two strains in hu- 
man nature is as apt to-day as then, 
is the story of the fight between the 
herdsmen of Abraham and Lot and of 
the choice which Lot made in response 
to Abraham’s generous offer. The re- 
sult then was the same as it has al- 
ways been and ever will be, Lot chose 
the immediate, prospered for a while, 
and met eventual disaster. 

“Let us face squarely the alterna- 
tive and realize that we must choose 
which shall be the dominant influence 
in our attitude and conduct as insur- 
ance men. The choice is clearly open 
to us. We are entirely free to select 
our own road. My business here to- 
day is to present my reasons for se- 
lecting the larger view as my own, in 
the hope that the same choice will be 
yours. 

“It is necessary that we recognize 
the necessity to choose definitely the 


larger way; for if we do not, we shall 
easily and certainly drift along in the 
sballow and treacherous current of the 
narrow stream of immediate | self-in- 
terest. It is habitual with most of us 
to test all business matters by the 
formula ‘will it pay?’ The promptness 
with which the affirmative response is 
verified in the bank account deter- 
mines our interest in the proposition. 
Ordinarily no one can find fault with 
that. It is not my desire to change or 
to affect at all your attitude as to these 
things. 

“Indeed, the larger view does not 
involve any slackening of effort in the 
daily quest for business, even though it 
does lead one to devote some time and 
energy, some thought, and some money 
toward its realization. The fact is that 
the men who see and follow the larger 
view appear in many cases, somehow 
or other, to prosper in larger measure 
and to last longer. Abraham, you re- 
member, came out, even in this world’s 
goods, far ahead of Lot, when the final 
results of their respective ways were 
appraised. 

Time Is Opportune 

“Moreover, the larger view brings 
with it the big asset of co-operative re- 
inforcement, Which brings me to the 
concrete application of my general 
theme to you gentlemen. We are liv- 
ing in a period of change and flux and 
the insurance business is sharing in 
and being affected by this movement to 
a degree which demands the closest 
interest of every man engaged in the 
insurance business. Such interest will 
be productive of much good if mani- 
fested in team work. Team _ work 
means better understanding among our- 
selves, fairer appreciation of one an- 
other’s merits, and more charity to- 
ward one another’s weaknesses, all of 
which eases the strain of the day's 
work and contributes toward better ma- 
terial results. 

“The present is a most opportune 
time for us to pause and give earnest 
thought to this matter. The home of- 
fice executives of the companies, if I 
am correctly informed, are not only 
awake to the situation, but are keenly 
alive to the value of agency co-opera- 
tion in dealing with it. It is realized 
that an organization comprising the 
bulk of the insurance agents in a State, 
such as the Federations, possesses an 
almost, if not an actual, certainty of 
accomplishing its objective, if that ob- 
jective be a just and wise one and if 
the work of the organization be guided 
by the larger view and be pursued by 
right methods. My personal belief is 
that if these conditions be met, we are 
invincible. And, on the contrary, that 
we are in the gravest peril if we fail 
to meet these conditions. 

State Insurance Fallacious 

“State insurance of workmen’s com- 
pensation has made for itself a firm 
foot-hold in the minds of many people 
and has been embodied in the laws of 
a number of States of the Union and 
of several of the Provinces of Canada. 
We believe it is fallacious economic- 
ally, and iniquitous politically, and it 
is our job’to convince to our belief 
every one who has any concern at all 
with the subject. Many economic fal- 
lacies and political iniquities have had 
wide acceptance and long life, because 
they were not fought unitedly, earn- 
estly, wisely and persistently by those 
who knew their real nature. In making 
our fight we must be united, earnest 
and persistent. But we must also be 


wise; and remember that being ‘par- 
ties in interest’ we are under suspi- 
cion. We can only dispel that suspi- 


cion and secure for ourselves and our 
cause a fair hearing everywhere if we 
conceive our cause to be, and prove to 
others that it is, not merely our own 
continuance in the enjoyment of our 
business, but the defeat of a scheme 
whose adoption means a costly disap- 
pointment to those who depend upon 
it, including both employers and 2m- 
ployes. It is no easy matter to re- 
verse the tide of opinion which now 
sits so strongly against our participa- 
tion in the shaping of legislation on 
this great subject. But easy or hard, 
it is up to us to do it. We must unite 
our brains in council and our energy 


COLLECTING PREMIUMS 
FROM FAILED COMPANIES 


PROPER PROCEDURE FOR AGENTS 
TO FOLLOW 


Care Needed in Contracts With Com- 
panies—Agents May Assign Claims 
to Association 


A proposition to have a permanent 
committee to take care of local agents’ 
interests in recovering return commis 
sions from defunct companies, was pre 
sented to the convention by William J 
Carey of Cincinnati, chairman of the 
committee, having these matters in 
charge. It was recommended that 
claims submitted by agents be assigned 
directly from the policyholders to the 
chairman of the committee, who to 


gether with counsel would prosecute 
the claims. 
In the work of the committee dur 


ing the year progress was made in es 
tablishing a procedure effective in pro 
tecting the agents’ rights. From the 
experience with the Guardian failure 
the committee recommends that agents 
should be extremely careful about the 
wording of any agreement made with 
his company, being sure that it will 
protect his commission in case the com 
pany is liquidated or dissolved. 

In the case of the Guardian failure 
the finding of the auditors in charge 
was that all agents who wrote policies 
for the Guardian were chargeable with 
return commissions on the policies ter 
minated by the appointment of the re 
ceiver. The auditors based their con 
clusions on the proposition that all 
agents of the Guardian were in fact 
agents of Dickson and Tweedale, gen- 
eral agents, rather than agents of the 
company. The Common Pleas Court 
at Harrisburg, Pa., sustained this de 
cision of the auditors An appeal has 
been taken by the agents to the Su 
perior Court of Pa 

Defining Status of Agent 

The first important gained 
was in the decision in the Fisher 
Brown Agency of Pensacola, whereby 
the bonding company which had bond 
ed the American Union in Florida, was 
compelled to make good the total re 
turn premiums to the agents The 
Fisher-Brown Agency immediately af 
ter the failure of the ‘American Unior 
re-wrote the entire business in the 


success 





and time and means as well. We must 
devise the wisest methods, such as 
will be most effective and at the same 
time entirely free from successful crit 
icism by even our most prejudiced an 
tagonists. 

“Turn, now, toward another part of 
the horizon. We have been talking of 
the larger view of our attitude toward 
the public in presenting our proposi 
tions regarding insurance legislation 
We need also to take the larger view 
of the questions which affect our re 
lations among ourselves Much of th 
suspicion, distrust and hostility that is 
directed against the busi- 
ness and that finds expression in bur 
densome laws, heavy taxes, official op 
pression, and unjust verdicts and judg 
ments by juries and 
traced to our own narrow-minded meth 
ods among ourselves. We have 
many mean things about one another 
and have done so many mean things to 
one another that the public has come 
to believe our own mean estimate of 
one another. We have fouled. 

Citing Insurance Narrowness 

“To be specific:—permit me to di 
rect your attention to some instances 
where the narrow view has dominated 
and still dominates our practice as a 
class of business men 

‘First and always foremost, unfortun 
ately, is the matter of premium rates 
Instability, huckstering and under-cut 


insurance 


judges can b 


said so 


ting have been commonly character- 
istic. Every one has accused every 


one else of these practices Probably 
no one is quite innocent. The 
all have been riveted on the immedi 
ate dollar. We have scrambled like 
children in the dust, for the scattered 
coin; and the public, whose good will 
(Continued on page 37.) 
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delivering the 
taking up the 
collecting the 
policies be- 


Springfield F. & M. 
Springfield policies, 

American Union, and 
difference, the Springfield 
ing written for a full term. 

The Fisher-Brown shows, the 
committee says, that the agent is not 
the principal, but the agent of the com- 
pany, the principal being the com- 
pany and the assured 

Satisfactory recognition of the status 
of the agent was obtained in the Su- 
preme Court of North Carolina. In 
this case the court said in part: 

‘The commission paid an agent for 
writing a policy of insurance is paid 
as compensation for his work in se- 
curing the business and running the 
agency for the company. If the com 
peny fails, as this one did, as between 
the company and the policyholder, the 
] recover the full 


case 


latter is entitled to 
amount of the unearned premium—but, 
as between the local agent and the 
company, the former has done his work 
by securing and writing the policy and 
the subsequent default of the company 
cannot entitle it to recover back from 
I agent any part of his commission. 
That would entitle the company to 
profit by its own wrong or default. 
This principle is so clear that no ci- 
tation is necessary.” 


The defendants in the case conceded 





that policyholders who filed their 
claims directly with the court were en- 
titled to recover the full amount of 
the unearned premium But they in- 


sisted that where local agents in order 
to accommodate their policyholders 
saw fit to advance the amounts due 
hem having the claims assigned to the 


agent, that the local agents are not 
ntitled to collect. 


Proper Procedure to Follow 


The deductions to be drawn from 


this case are summarized by the com- 
mittee in the following, as the proper 
procedure on the part of the agent: 


The agent should be extremely care- 
ful as to the contract he enters into. 
That upon failure, dissolution or 
liquidation by the company, agents will 
b. ina position to refrain from 
the return premiums and ar- 
nge to file all claims through a dis- 


; 


‘rested representative, who can han- 


Safer 





assuming 






dle the claim directly for the policy- 
holders 

That when this method is followed. 
the receiver cannot retain from the 


amounts due the _ policyholders on 
Claims filed through their representa- 
so-called offset for return com- 
missions due from the agents, and even 
were tl law silent upon the question 








f ret commissions, instead of fa- 
vorable to the agents, the receiver 
would be forced to bring suit in each 
State against each individual agent in 
each State, which procedure would en- 


such an expense that it would be 
mpractical on the part of the liquida- 
onsequently the _ practice 
abandoned 
Suggests Claims Be Assigned 

In conclusion the committee said: 

“It would be a great advantage to all 
agents for the National Association to 
appoint either a permanent committee, 
such as the present Committee on Re- 
turn Commissions, this commitee to be 
prepared to take care of the agents’ 
ciaims, all claims being filed by direct 
assignment from the policyholder to 
the chairman of committee and who 
can then, together with its counsel. 
prosecute the claims with the defunct 
company, or this might made a duty 
Executive Committee 








In the American Union case, claims 
were filed in many different manners, 
the greater number through attorneys 
who were either content to certify and 
forward the claims to the receiver and 
sit down io await the disbursement 
ut of which the aforesaid attorneys 
deduct their fees and turn over the 
balance to the agent, or perhaps 
through entirely unfamiliar 
with insurance law as you, no doubt, 
have found a plenty 


attorneys 


“If the National Association has 
some such standing committee as re- 


ferred to, the agent will always have 
the opportunity of advice and protec- 
tion by men who are interested in the 
work and in whom he can feel confi- 
dence in placing his claims.” 
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An Executive’s Views 
On Agency Problems 


(Continued from page 28.) 

“The situation imperils the future 
of our business,” he continued, “is not 
for the public good, and agents and 
companies should stand together in the 
effort to set matters right—and they 
will not be set right unless the local 
agents bring their influence to bear on 
those who make the laws. It is the 
privilege and solemn duty of every in- 
surance man to use his talents and i:- 
fluence to bring about a more rational 
situation. 
Campaign Against “Underwriters 

Agencies” 

“Before the question of ‘Underwriters 
Agencies’ I hesitate with something 
akin to the feeling with which I linger 
before my cold plunge on a winter’s 
morning. In this case, I am not sure 
I shall feel better after it’s over! 

“T have an ‘Underwriters’ in my in- 
surance home,” said Mr. Sheldon tak- 
ing up this subject, “but it is ‘such a 
little one’ no one has ever made any 
fuss about it, that I have known. It is 
“ot my purpose to defend, nor, on the 
other hand, to decry this method of in- 
creasing the facilities of agents or the 
accumulation, and better distribution, 
of business by the companies.” 

The indictments against “Underwrit- 
ers Agencies,” he continued, contain 
many counts—that of Superintendent 
Potts of Illinois, who he thought had 
gone further on the road of condemna- 
tion than anyone in an official position, 
charges the “creation of monopoly” as 
the chief offense. The possibility of a 
“monopoly” in the fire insurance busi- 
ness is something hardly conceivable 
in the minds of practical fire insurance 
men. The question has been raised as 
to whether the campaign against ‘“Un- 
derwriters” was being carried on by 
agents more for the purpose of the 
elimination of competition than for the 
elevation of the business. 

Agency Fitness 

Citing some instances of over-head 
writing, Mr. Sheldon said that if it was 
desirable to limit agency representa- 
tion, and he thought it was, it might 
be equally for the good of the business 
to limit the agents to exclusive and 
well defined territory. 

“The measure of Agency Fitness is 
one of the most important as well as 
perplexing of our problems,” Mr. Shel- 
don said. “That the business and the 
legitimate agent has suffered through 
the weakness of the companies in their 
attitude toward the standard of agency 
qualification is undeniably true. Expert 
agency service should be recognized in 
some satisfactory manner. Some prog- 
ress has I believe been made in this 
direction, but there is yet much to be 
done to give the real agent proper re- 
cognition. In that formerly much de- 
spised but now temporarily popular 
branch of our business (the ‘farm de- 
partment’ so-called), we do some things 
better than in those divisions where 
the evil of multiple agencies is most 
pronounced. To-day the farm agent 
has a measure of protection which 
makes his agency valuable and holds 
out the promise of future support in 
permanency of income. The companies 
have profited in this by the more ex- 
pert service of fewer but trained 
agents. The personal and _ business 
character of the agency force has been 
thus improved by the encouragement 
offered honest and capable men, and I 
am sure the conditions of twenty and 
even ten years ago will not have to be 
faced again. 

Other and Greater Crimes 

“Is it possible that behind the cloud 
of adverse criticism which has fallen 
upon these ‘Undervy Agencies,’ 
greater crimes against the future of 
the business and the welfare of agents 
and companies are being perpetrated? 
I think I could name some.” 

Mr. Sheldon said that the reforms 
for which the association was contend- 
ing would not be brought about by mo- 
tives of benevolence or high business 
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morality. He recommended that under- 
writers agencies be permitted to take 
their course. 

“No agent needs to represent one” 
Mr. Sheldon said, “no insurer calls for 
one—the laws of most of the States 
now require that the blanks used shall 
plainly indicate the indemnifying body 
back of the contract so that if there 
was any misunderstanding (which | 
doubt) as to the real insurer it has now 
been removed. To me the whole ‘Un- 
derwriters’ question is not quite a mat- 
ter of indifference except in that it dis- 
tracts one from a consideration of the 
fundamentals of our business and re- 
tards the spirit of co-operation. 

Effects of Foreign Re-insurances 

“The principal reason for the separ- 
ate company organizations,” said Mr. 
Sheldon, “and the main objections to 
their being federated into one affilia- 
tion—in my opinion a desirable situa- 
tion for economic reasons if no other 
is the fact that the smaller companies 
fear discrimination and further their 
desire for ‘a place in the sun.’ 

“The evils of large gross lines and 
foreign re-insurances now grown to 
huge proportions, are sapping the life 
of the smaller insurance institutions 
more than the multiplication of Under- 
writers Agencies, equality of agents 
commissions, adherence to uniform, if 
not abways adequate, rates or oneness 
of practice. 

“Recent litigation disclosed the fact, 
as published, that the income of one 
man engaged only in handling re-insur- 
ances for foreign corporations was 
$50,000 annually from this source—a 
sum probably equalling the aggregate 
salaries of at least ten managing offi- 
cials of small companies and repre- 
senting a sufficient volume of insurance 
premiums to have materially aided 
such institutions on the road to perma- 
nency and increased public service. 

“Are the companies to blame for this 
situation or do we look to the local 
agent for its origin and continuance? 
I should say both are equally culpable; 
the companies which employ these re- 
insuring facilities for the profit in the 
overwriting commission paid by the re- 
insurers and actuated also by a desire 
for large gross premium incomes and 
greater control of agents and brokers; 
and the agents who urge upon their 
companies the writing of these large 
lines for various reasons and who have 
created a false appetite on the part of 
property owners for fewer companies 
and larger policies. 

Small Company and Small Agent 

“Because of the uncertainties of the 
European conflict, its probable long du- 
ration and the possible effect upon the 
finances of the foreign re-insurers and 
their retrocession companies, the pres- 
ent affords a better opportunity to 
strengthen the small company that has 
prevailed in years, but the agents must 


take the initiative for in large measure 
they control the situation. Another 
reason for supporting the smaller com- 
panies is found in the fact of the in- 
creasing difficulty in organizing and 
successfully conducting new organiza- 
tions—the conditions of twenty and 
thirty years ago having been more fa- 
vorable in the matter of reserves, char- 
acter of assets, cost of business, taxes 
and rates. 

“And how about ‘the small towz’ 
agents—the loyal and profitable repre- 
sentatives of the companies in the 
small cities and towns, and even villa- 
ges. Are they not entitled to the ben- 
efits of, and should they not be culti- 
vated by, your association in order that 
you may more truly claim yours as a 
representative body of fire insurance 
agents? 

“In reading over your agency bulle- 
tins with the reports from your meet- 
ings, I do not find the names of agents 
from—let us say ‘Smith Center’ or 
‘Jonesville’—and yet with all deference 
te the unquestioned ability and valued 
service of your present membership, 
the bone and sinew of the fire insur- 
ance business to-day is the rank and 
file—the small town agent—more tract- 
able, less given to following after 
strange gods, a supporter of good prac- 
tices, a good neighbor, influential in 
the councils of his party, near to the 
legislator, the best publicity bureau 
there is, in fact a large part of the ‘big 
show.’ Bring him into your associa- 
tion in large numbers, the more the 
better. I assure you its quality will 
not deteriorate, or its influence lessen 
Give him a place on your program and 
con’t confine the 
few prominent big city agents, brilliant 
and entertaining speakers as they ad- 
mittedly are. Amid all the dazzling 
lights of the great luminaries of our 
business, do not forget the small com- 
pany and the country agent.” 














speech-making to a 


Legislative Activities 
Produce Good Results 
(Continued from page 30.) 


panies, whose honest interest are im 


perilled by sucn practices (because 
the morale of the infantry defence, the 
body of local agents, is undermined) 
be united into such a pressure of ad 
verse opinion as will bring restraining 





> 


action in the company organizations 
For, more than likely, it will be 
sible to persuade the public to lift the 
downward rates unless 
there shall appear some diminution in 
the competitive struggle between the 
leading companies It is difficult to 
answer the demagogue’s sneer; ‘See 


watch the 


Impos- 


pressure on 


how profitable insurance is; 


companies fight for it.’ 





“The local agents of the country 
should say to the reckless racing com 
panies, ‘This is our business too, and 
you shall not destroy it.’ Will the 
agents awake to the danger? Will they 
appreciate the power which is theirs 


tribution of 


in the control of the i 
g the companies, and 


premiums amon 
will they use this power in the defence 
of their own interests and for the wel- 
fare of the fire insurance business?” 









Licensing of Agents 

During the year 19 legislatures had 
before them the question of re- 
quiring agents to demonstrate their fit 
ness for receiving the State’s license, 
in place of the former system of licens 
ing agents on the wholesale plan on 
requisition of companies paying the 
nominal fee required by the State. As 
the result of the activities of the na 
tional and State associations since 1908, 
the following States have adopted laws 
or State department rulings which re- 
quire agents to demonstrate their fit 
ness individually to the department be 
fore receiving its authority to do busi 
ness: 

Connecticut, New Hampshire, New 
York, North Carolina, South Carolina, 
Minnesota, Colorado, Maine, Virginia, 
Michigan, Kansas, Washington, Massa- 
chusetts and Vermont. 

We recommend that our State asso- 
ciations continue to favor such laws. 





ELIMINATE PREJUDICE 
AGAINST INSURANCE MEN 


George D. Webb Makes Plea for Higher 
Standards and Education of Public 
On Insurance 

George D. Webb, of Chicago, presi- 
dent of the National Association of 
Casualty & Surety Agents, made a plea 
for a higher standard in agency work 
and for a campaign of publicity which 
would show the public that insurance 
was one of the biggest and most im- 
portant lines of business. 

Mr. Webb said that there was a 
great deal of prejudice against insur- 
ance and insurance agents, which 
would disappear with a proper under- 
standing of the business. He said that 
the average qualifications of the men 
in the business was low, due to several 
causes. Many more men were in the 
business than there ought to be and a 
restriction in the number would have 
a tendency to increase the quality and 
eliminate the unfit. 

“The value of an agent in any line 
of insurance,” said Mr. Webb, “is the 
value of the service which he can ren- 
der, and the value of our service will 
be largely in proportion to the work 
we put into the business.” 

He urged the elimination of the many 
nen-productive middle-men and recom- 
mended all agents to represent casu- 
alty companies and make a careful 
study of this branch of the business, 
which he predicted would soon equal, 
if not exceed, fire insurance in impor- 
tance. He warned against the com- 
pany offering the lowest rate and the 
highest commission, pointing out that 
adequate rates, and lowest expenses 
particularly in the matter of acquist- 
tion cost would be the one to give the 
best service. 

“In each community, the insurance 
man can be a powerful influence for 
good,” continued Mr. Webb, “in assist- 
ing to establish higher standards of 
construction and protection. He should 
be a leader of public thought in the 
matter of formulating and enforcing 
building laws, fire prevention ordi- 
nances and fire-fighting appliances. 

“What if you do see the rates re- 
duced? If you can thus prove to a 
community that you have benefited it 
by helping to eliminate the unneces- 
sary waste, if you thus become a con- 
structive force in the community, your 
service will be recognized and compen- 
sated, and what you lose in one direc- 
tion, you will gain in the increase of 
business which will be lost to the re- 
actionary, indifferent or inactive agent, 
whose elimination will be a part of the 
evolutionary development which I am 
describing. 

“Seek every opportunity to address 
yeur local commercial clubs and vari- 
ous trade organizations on live insur- 
ance topics. Cause them to respect 
your abilities and the insurance busi- 
Establish in the public mind the 
value of your services. Insist with 
your companies and your local associa- 
tions upon the raising of agents’ quali- 
fications. Help in every way to elimi- 
nate the so-called ‘economic waste’ of 
the business. Do your part to make it im- 
possible for an agent to live in the 
business who will resort to rebating or 
other unfair and unprofessional prac- 
tices. 

“Seek to make insurance a business 
for insurance men, for insurance spe- 
cialists and experts. Show your fami- 
liarity with every detail and problem 
of the business, including scientific in- 
spection and rating methods.” 





ness. 


The New Hampshire law has been en 
dorsed by the National Convention of 
Insurance Commissioners and support 
ed by our Association, and we believe 
it would be well if we could reach an 
agreement with the legislative commit- 
tee of the National Board of Fire Un- 
derwriters whereby we could co-oper 
ate in the passage of satisfactory quali- 
fication laws. The companies have an 
interest in collecting their balances and 
maintaining discipline, and the inter- 
ests of the agents in maintaining stand- 
ards of behavior and competition among 
themselves, call for united effort. 
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WOULD FORM PUBLICITY 
AND SERVICE BUREAU 


UPHOLDS LOCAL AGENTS’ STATUS 


Lurton H. Stubbs Advocates Work 
With Civic Clubs in Fire Preven- 
tion Campaign 


Lurton H. Stubbs, of Chicago, in an 
address before the convention suggest- 
ed the formation of a department in 
charge of a field secretary which would 
have for its objects: 

To raise the standard of agency rep- 
resentation. 

To encourage and teach “Service and 


Efficiency.” 

To give the business greater public 
ity. 

To increase the membership. 

The field secretary, he said, could 
organize the States into groups, help 


prepare the program and attend each 
meeting, outline a plan of work for 
all State and local bodies, the follow- 
ing of which will be uniform in each 
State and have the same object in 
view, keep in close touch ‘with all 
State and local organizations and see 
that the work is carried to completion, 
visit places in trouble and endeavor to 
set things straight. 

How Group Meetings Should Be Held 

As the object of meetings will be to 
have a good attendance, Mr. Stubbs 
said, they should be held in a place 
easily accessible to many, so that the 
expenses of attendance will not be 
heavy and the time away from busi- 
ness short, 

Each group should have its chair 
man who shall be in direct charge of 
the work. 

The business meeting should be held 
in the morning, at which the field sec 
retary shall fully explain the objects 
and aims of the National Association 
and solicit every one present to 
an application. 

In the afternoon, hold an open meet 
ing with a special invitation to all 
civic clubs to attend. Explain to these 
clubs how they can help and become a 
factor in the reduction of the fire waste 
and urge each club to appoint a com- 
mittee on fire prevention to co-operate 
with the agents in conserving the lives 
and property of American citizens from 
the dangers of fire. 

In the evening, have a big public 
meeting, backed by the city authorities 
and all civic clubs, at which a good live 
talk on fire prevention should be made 

How to Organize Civic Clubs 

Mr. Stubbs said to have them appoint 

a committee on fire prevention to con 


sign 


sist of seven to be chosen from the 
following membership: 

Three business men. 

Three insurance agents. 

One lawyer. 

The work of this committee should 


be outlined as follows: 

First—To increase the efficiency of 
the fire department and bring its equip- 
ment up to standard. 

Second—To establish inspection serv 
ice in each fire department. 

Third—To investigate the water 
works system and see that it is prop- 
erly maintained, and that the water sup 
ply is adequate. 

Fourth—To revise laws, ordinances, 
regulations and building codes, for the 
prevention of fire, so that they will be- 
come the standard recommended by the 
National Board. 

Fifth—Have committee 


this arrange 


with the local press to publish each 
week a lesson on fire prevention and 
at least once a month a list of big 


fires, similar to that now published by 
“Rough Notes,” thereby interesting the 
public in fire prevention work. 

“This work, I believe,” said Mr. 
Stubbs, “would be practical work. This 
work, I believe, would be well received 
by the public. This work, I believe, 
will put the business of fire insurance 
right with the great insuring public 
and make for the National Association 
of Insurance Agents a most success- 
ful, wonderful and popular organiza- 
tion; for it will be doing that which 
will be of direct benefit to its members, 





FREDERICK V. BRUNS 
the insurance business as a whole and 
the public in general.’ 
“After all is said and done,” said 
Mr. Stubbs, “I am quite sure there are 


just as many live wires, proficient men 
and respected citizens in the local 
agency business as can be found in 
any other trade or profession. To be 
sure, we have many side-liners with 
us, such as the butcher, the baker and 
the candlestick maker, but I fancy they 


make as good insurance agents as they 
do butchers, bakers and candlestick 
makers 

‘You will agree with me tnere is no 
class of men who travel by boats, 
teams, trains and flivvers, who cheer 
fully accept the hotels—good, bad and 
ndifferent—and through it all give the 
public, their agents and their compan- 
ies more efficient and courteous treat 
ment than do that great body of men 
known as special and State agents. Oh! 
there may be some left who believe 
that bright’ lights and tinkling glass 
ware are the best methods of handling 
their agents and the business, but they 
are indeed the exception and not the 
rule. 

“Certainly there is no class of men 
of keener thought or business sagacity 
or who stand higher morally and so 
cially in their respective communities 
than the officials of our great insur 
ance companies. There are, perhaps, 1 
tew left who cling to the old idea that 


they must not come in contact with the 
insuring public, which furnishes them 
with their livelihood, and still insist 
that the insurance business belong to 
the mystic and unknown realm, but 
they are only a few. 
“Notwithstanding these 


facts, and 


great progress that has been made, we 
still do business with a prejudiced pub 
lic, which often looks upon our busi 
ness with distrust and suspicion. 
“Quite often we find many well in 
formed business men who will accep 
most any class of new indemnity of 
fered to get away from what they are 


pleased to term the high-handed meta 
cds of insurance companies. Yet as a 
whole there no article these men 
buy of which they have as little knowl 
edge of its essential points and the 
controlling factors of its cost as that 
of fire insurance.” 

SETTLING AGENTS GRIEVANCES 
Committee Works Out Principles of 
Association on Expirations—Avoid- 
ing Local Difficulties 





The principles of the Association on 


expirations are now so well established 
that there was little difficulty during 
the year on this score 

“We frequently find,” said the com 
mittee, “that agents who complain of 
the attitude of companies have not 
themselves strictly observed the expi- 


ration principles of the National Asso- 


Larger View Needed 

of Insurance Affairs 

(Continued from page 35.) 

ve now so much depend upon, has 
watched our greed, our scraps and 
scrimmages with one another, our ap- 
parent lack of stable standard busi 
ness principles, and our willingness to 
sacrifice one another, rates, manuals, 
underwriting principles, policy con- 
tracts and our customers as well, for 
the one sordid aim of getting the busi 
ness each for himself:—and, watching 
the public has judged us and the great 
business of insurance whose represen 
tatives we are, by the little, narrow 
mold into which we have poured our 
selves. The insurance purchasing pub 
lic has not been blind to the hurtful 
discrimination from which it suffers 
through rate competition. Efforts have 


been made to compel the standardiza 
tion of rates through governmental su 
pervision. Many of us have opposed 
those efforts to save us from our own 
folly. Happily, however, there has 
been enough support among our own 


number for the scheme of rate-making 
under State supervision, plus the help 


from without, to establish this most 
salutary reform in some States. 
“Then, there is the system of Resi 
dent Agent Laws, by which we have 
sought to circumscribe our own growth 
and to make of each State a little 
walled-in China as China was, not as it 
now is. We have forgotten that this 
is one indivisible nation and people 
We have sought to ignore the stub 
born fact that our State lines are only 


political and are wholly imaginary and 
non-existent commercially. We have 
endeavored to put our miserable petty 
clamps upon the giant of American 
business and to confine this giant, as 
to the insurance he requires, within 
State limitations. In so doing we have 


arcain demonstrated our narrowness of 
vision and the selfishness of our con 
ception of our business Legislatures 


have accommodated us by giving us 
this poor thing we have asked them 
for. Can we wonder if, when we go 
before them for better things, thev 


judge us by the same intolerant stand 
ards which we have set up in our treat 


ment of one another? 
“With much trepidation I hazard an 
allusion here to the feature of com 


missions and other expenses, The real 
backbone of the State insurance propa 
ganda is the charge that stock company 
insurance is too heavily loaded with 
expenses, and the consequent claim that 
State insurance being free from thess 
expenses, costs the assured that much 


less Notwithstanding the large ele 
ment of untruth and exaggeration con 
tained in this, there is also a very 


catchy note in it. It 
enticing to the assured Does it 
behoove us to ponder very seriously 
our own attitude toward this question? 
Shall we insist upon maintaining the 
preseyt cost of acquiring business? 
Shall company executives continue t 
bid commissions in order to 


sounds mighty 


not 


up enti: 
ciation Often 
mination of relations, 
the retiring company 
them in another company, 

inviting reprisals, and the placing of 
the expirations in the hands of the new 
agent he local warfare ensuing is 
both parties and is often 


the 
the 
and re 
thus 


an agent, ter- 


poli 


upon 
cancels 
cies of 


writes 





disastrous to 


injurious to other agents and compa 
nies 
“Our experience in these matters 


leads us to counsel agents not to delay 
their appeals to the State associations 
until a condition of open hostility ex 
ists. If this appeal is made in the early 
stages, when it is known that a change 
of agency is inevitable, the situation 
could be adjusted without long-continu 
ued friction. We find that many agents 
do not appreciate or understand the 
protection afforded by the association 
principles until they are called to their 
attention by some other interested 
agent or special agent after matters 
have reached a stage which increases 
the difficulties for the National Asso 
ciation aS well for the agent.” 


to themselves good producers from 
other companies? Shall agents ana 
brokers continue to play one company 
against another, in order to increase 
their own compensation and thus in 
crease the companies’ expense ratios? 


Had we not better read aright the 
signs of the times? Shall we say ‘af 
ter us, the deluge,’ and plunge along 
our present reckless road, forgetting 
that the deluge is, in a very different 
sense, very close after us and not un 
likely to overwhelm us? Is not the 


way of self-denial here really the way 
of self-preservation? Is not the larger 
and longer view, here at least, the way 

self-interest? What 


of enlightened 
shall it profit a man if he receive high 


commissions this year and lose his 
business altogether next year? 

‘Again, consider the beneficent pos 
sibilities of local boards and associa 
tions if conducted with a view to the 
larger things; and then remember how 
difficult it is to maintain the existence 
of such bodies at all. Why is it diffi- 


cult to keep going such an instrument 
of benefit? Because those who com 
pose them are ‘parties in interest’ first, 
and insurance men in the broad sense 
last or not at all Because the prevail- 
ing impulse is to the local board 
for individual and direct advantage and 
to see no good in it if such use is de- 
nied, or even placed under regulation 
and supervision. 

“Do not imagine that the larger view 
is merely a beautiful, but quite imprac- 


use 


ticable, mirage. Nor, that the larger 
view means abandonment of earnest, 
intense, sustained effort for the ad 
vancement of your own business H2 


best contributes to his own safety and 
most surely earns and achieves ad- 
vancement, who senses clearly the in- 
timate relationship between his own 
personal prosperity and his participa 
tion in the transformation of the insur 


ance business from its present vulner 
able condition We are weakened by 
selfish rivalries, blinded by selfish- 
shortsightedness, and crippled by self 
ish restrictions from within and these 
self-generated afflictions expose us to 


from without The 
larger view is the most intensely prac- 
tical view for us to take of our condi 
and of our present and future pro 
gram It is the only view, unless we 
are willing to play the unworthy part 
f a foolish Nero who fatuously fiddles 
Rome burns 

message, as I 


successful attack 


while 


“My have endeavored 


to deliver it, is an earnest summons 
to recognize our own responsibility for 
many of our own hardships and limi 
tations; and an urgent invitation to 


visualize and act upon the fundamental 
truth that if we would be delivered 
from these things, we must abandon 
ur ‘low-vaulted past’ and emerge intu 
a larger conception of our respective 
individual places in the solution of the 


great problems which demand atten 
tion and will not be denied These 
problems that we face call for indi 
vidual treatment Conventions and 
ccnferences, boards and associations 
are what their members make them 
Resolutions, constitutions and by-laws 
mean just as much as, and no more 
than, you and I mean when we sub 
scribe to them The call of to-day is 
to you, and you, and you, and me as 
individuals. Shall we choose the things 
that mean permanence and not merely 
to-day’s profit? Shall we do our ut 
most as individual men to establish 
those things throughout the whole 
sphere of insurance life? Shall we 


shape the program of our business re 
lations, as to competitors, as to our 
own companies, as to the public, and 
as to all the elements which enter into 
the problem of the continuance and en 


largement of the beneficent business 
ot stock company insurance, along 
these larger, fuller, fairer, wiser pro 
portions? We can continue to build 


our house upon the soft sand, hoping to 
die before the deluge; or we can each 
help to build an abiding structure upon 
the solid rock foundation of the larger 
and truer conception of the big require 
ments which our business places upon 
those who engage in it. It is for each 
of us to choose.” 
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SET HIGH STANDARD OF 
AGENCY QUALIFICATIONS 


WILL BAR INCOMPETENTS FROM 
ASSOCIATION 


Would Examine Agents and Grant Cer- 
tificates—Want Casualty and Life 
Men to Co-operate 


If the recommendations of the spe 


cial committee appointed to consider 
standards of association membership 
are carried out, all local agents will 
have to submit to examination and be 
granted a certificate before gaining rec- 
ognition from the Association. An ef 
fort will be made to secure the co-op 
eration of the life and casualty agents. 

The committee, of which A. H. Zim 
merman of Wausau, Wis., is chairman, 


recommended that the constitution of 
the Association be amended to provide 
for the following: 

Changes Suggested 
based 


A membership qualification 


upon examination of the applicant as 
to knowledge and qualification; 

The issuance to applicants who so 
qualify for membership by .the State 
Association of a certificate conferring 
the title of degree of “Fire Insurance 
Counselor,” such certificate to be sign 


ed by the president, secretary and ex 
amining board of the State Association 
and countersigned by the president and 
secretary and examining board the 
National Association, the form such 
certificate to be prepared and furnished 
to State Associations upon the payment 
of a fee; 

For the creation 
ernors or examiners 
various State associations who shall 
have supervision of all examinations 
and the preparation of all questions for 


ot 


ot 


of boards of gov 
of the national and 





the examination of applicants and who 
jointly shall constitute a section of the 
National Association and _ s} annu 
ally meet for the consider on and 
recommendation of such measures as 
will tend to raise the standard of the 
business and its representatives; 

That all present members in good 
standing of State associations may have 
such certificate of qualification confer- 


red upon them upon the payment of the 


required fee and a vote of the execu 
tive committee of the Stat Associa 
tion, and that such members be r 
quested to use such title or degree in 
their advertising, cards and literature 


for its educational value; 


That the State Association may after 
a hearing duly held cancel any certifi- 
cate of qualification issued for viola 
tion of the standard or rules and regu 
letions upon which the same is based; 

That the title or degree “F. I. ©...” 
Fire Insurance Counselor, be 


ed as a certified qualification 


a representative of companies 




















erts in the transaction of the 

of fire insurance and that the 

upon whom such title or d 

been conferred may use such 

tion upon his stationery and |] 

while continuing as a member fa 
State association and complying with 
its rules and regulations; 

That no person on and a ! 
the first day of Jar 1916, be ad 
mitted to membershi n an State a 
sociation or entitled to any of the privi 
leges of the National A wiation ex 
cept after compliance th the requ 
ments of the constituti and by-laws 
as amended; 

All other amendments to ca ou 
in detail the foregoing iggestions 

Resolved, ‘That the National and 
State Associations be requested and a 
thorized to take such steps by incor 
poration or legislation as may be neces- 
sary to carry out the purpo or the 
resolutions. 

Resolved, That the ecutive «e 
mittee of the National Association hb 
and is hereby directed to ) cle 
foregoing resolutions and gran a hea 
ing to such members of the Associa 
tion as may desire to appear befor: 
them and render a report to the Asso 


Convention Proceedings 
(Continued from page 29.) 
It was a tale of high insurance finance. 
Sad as have been the experiences with 
the American Union Mr. Carey's story 
of the manner in which that company 
was bullied raised storms of laughter. 
Mr. Carey concluded by suggesting a 
committee scheme for protecting the in- 
terests of agents after companies fail. 
Biggest Attendance on Record 
A calling of the roll showed the larg- 
est representatives of local boards in 


the history of the associations. Cin- 
cinnati had eighteen representatives 
alone. The other local boards repre- 
sented follow: Cleveland, Buffalo, 
Nashville, Chicago, Atlanta, Erie, Col- 
umbia, Lafayette, Detroit, Flint, Tole- 
dc, Louisville, Indianapolis, Rochester, 
Milwaukee, Columbus, Springfield, O.; 
Little Rock. Memphis, Kansas City, 
Dayton, Malone, N. Y.; Bloomington, 
Chattanooga, Tulsa, Oklahoma City, 


Jartlesville, Okla. 
Southgate Raises the Money 

A. W. Neale, of Cleveland, chairman 
of a special financial committee, said 
that it was desirable to raise $3,000 a 
year, and he suggested that shares be 
issued for that sum for three years and 
that these shares of $10 each be pur- 
chased by members. Mr. Southgate 
went to the platform to extract the 
money. He did this with grace, hu- 
mor, eloquence and despatch. 

Bidding for Shares: Buffalo Wins 

Cincinnati and Cleveland immediate 


and 


Executive Committee 
on Association Activities 
(Continued from page 30.) 
Expirations 
At Minneapolis we recommended 
that casualty and surety companies ex- 


tend to their agents the same protec- 
tion in regard to expirations as was 
prevalent in the fire insurance busi- 
ness As instructed, President  Hil- 


lreth presented this matter at the casu- 
alty meeting in White Sulphur Springs 
in 1914, but no action was taken. Since 
then several State associations have 
endorsed the position of the National 
Association, and we recommend that 
this matter again be brought to the at- 


tention of the casualty association. 
Legislation 
The ‘Association has aided the lia- 
bility companies through the publica- 
tion of a comprehensive article on 
workmen’s compensation laws, by F. 


Robertson Jones, many copies of which 


were circulated in States where this 
legislation was considered. 

We have also given valuable co-op 
eration in defeating State insurance 
laws, particularly in Illinois and Wis- 
consin, the defeat of constitutional 
amendments permitting State insur- 
ance in the latter State being brought 
about largely through the work of the 


Wisconsin Association of Insurance 


\gents 


State Associations and Casualty Agents 


Since the action of the National As 
sociation at Cincinnati in 1913 admit 
ting casualty and surety agents and 
establishing a Casualty Section, 23 
“tate associations have taken similar 
action The time has arrived now 
when this action should be made uni- 

the State associations, 


versal among 
si the need of protecting the inter 
ests of the local casualty and surety 
agents has been so clearly demonstrat 


since 


ed during the past two years. 
iation before the adjournment of this 
annual meeting 
Resolved, That if these resolutions 
are favorably acted upon and the rec 
ommendations of the executive com 
mittee adopted by the National Asso 
ciation that the president be directed 
furnish a copy of the plan to the 


National Association of Life Underwrit 
ers, and the National Association of 
Casualty Agents with the request that 
they co-operate along similar lines. 


ly started bidding against each other 
for the privilege of buying the most 
shares. Both of them went under. The 
wire tied at 25 shares each. Buffalo, 
however, came through with 26 shares. 
It will be recalled that three years ago 
it also led all the local associations in 
subscriptions. Chicago and St. Louis 


bought 20 each. Massachusetts, 
New York and Indiana _ subscribed 
for fifteen each. It took just twenty- 


eight minutes to raise the money. 
Fred Bruns Makes a Hit 
Frederick V. Bruns, of Syracuse, read 


b's paper on “Better Insurance Sales- 
manship.” Mr. Bruns made such a hit 
that when he finished President Hil- 


dreth said that if he were an insurance 
agent and Mr. Bruns was in the same 
town he would want him to move. An- 
other agent said that if he were a man- 
ufacturer and lived in Mr. Bruns’ town 
he would insure with him. 

L. L. Rau, of Cincinnati, introduced 
the following resolution on Tuesday 
afternoon, which was referred to the 
resolutions committee: 

“The rapid changes and perplexing 
problems of the fire insurance business 
necessitate the exchange of views be- 
tween company management and lo- 
cal representatives; 

‘And we, therefore, earnestly request 
companies to confer through their or- 
ganization representatives with the va- 
rious committees of the National As- 
sociation, believing that only by this 
method of conference can the effective 
co-operation be realized.” 


Casualty Rate Wars 

Publicity in the Bulletin has had a 
good effect in checking tendencies to- 
wards local casualty rate wars. These 
rate wars were for many years preva- 
lent in fire insurance, but the activities 
and opposition of the National Associa- 
tion of Insurance Agents were largely 
instrumental in curing this evil. 

Agents’ Compensation in Texas 

The National Association has twice 
gone on record requesting the com- 
panies to pay their Texas agents the 
same compensation as is paid agents 
in other States. Your committee has 
repeatedly urged this step upon the 
companies and we recommend the As- 
sociation continue its efforts until such 
time as this unfair discrimination shall 
cease to exist, 

Reduced Taxation of Insurance 

Over $17,700,000 is collected by State 
Insurance Departments, the support of 
which costs only $1.167,000. And in 
addition, fire companies pay heavy lo- 
cal licenses and fees. To the $17,000,- 
(60 must be added the cost of collec- 
tion through insurance channels, at 
ieast $5,000,000 more, making a total 
of more than $22,000,000 taken from 
nolicyholders under the excuse of pay- 
ing for insurance departments which 
cost 5 per cent. of that sum. Local 
agents should make their customers 
understand this, and may well try to 
make a saving for the companies by 
getting taxes reduced, because taxes 
are charged to expenses, and there is 
a widespread and growing public pro 
test against the high expense of con- 
ducting our business. 

In 1912 our convention adopted a res- 
olution calling on the National Board. 
the Insurance Commissioners, and the 
life and casualty men to unite in a 
campaign of education regarding this 
wasteful and unjustified indirect taxa- 
tion. Our invitation was not noticed, 
but we may well renew the suggestion. 





The money obtained from this excess 
taxation is so highly valued by the 
political rulers of our States that it 


will never be rescinded until an arous- 
ed public opinion makes insistent de 
mand. <A big campaign of publicity 
must be carried through, needing, prob- 
ably, a directing joint committee. a sal 
ared secretary, and considerable ex- 
penditure, This cannot be started too 
£00n. 
Fire Marshal and Fire Prevention Laws 
Nine legislatures considered this sub- 
ject. New York repealed its fire mar- 
shal law, but this was not due to any 
dissatisfaction with the principle of le- 
gal inquiry into the causes of fires. 


Sees Need For Profit- 
Sharing Compensation 
(Continued from page 34.) 
the agency are charged upon the other side, 
the excess of losses over premiums for such 


companies as have not earned a profit become 
chargeable against the agent’s interest, while, 


upon a_ single company basis, such excess 
would not enter into the computation. 
While this factor can, to some extent, be 


neutralized by considering it in the determina- 
tion of the percentage of profit sharing com 
mission to be agreed upon, it is difficult to 
see wherein the advantage lies in favor of 
the so-called agency basis over the single 
company basis, particularly as either basis, 
if tairly adjusted, should produce the same 
total results both to the companies and the 
agents. 
The agency basis of 
is an extravagent one. 
house to make the computation and this in- 
volves not only expense and delay, but the 
disadvantage of leaving each company in the 
agency uncertain as to the accuracy of the 
account and dissatisfied with a _ condition 
which permits its own expense ratio to be 
affected by the business policy or management 
of other companies. 
Other Factors Considered 

It is sometimes urged that, in making up 
the profit sharing account, instead of charging 
against premiums the flat commission and 
other local and agency expenses, there should 
be agreed upon between the companies and 
the agents a percentage of premium to cover 
all expenses The advantage of this is its 
simplicity of application. The disadvantage 


computation necessarily 
It requires a clearing 


is that it is a substitute of an arbitrary 
factor in place of the true factor, and also 
that it tends toward making the agent care- 
less of the amount of agency and local ex- 
penses which, in large measure, are subject 
to his control. 

The relation of re-insurance to a profit shar 
ing commission plan is also a factor of some 
importance. It should be treated consistently 
one way or the other. If it is understood 
between companies and agents that the profit 
account of the agency shall have the bene 
fit of re-insurance effected by the companies, 
then the premiums paid for re-insurance 


should be deducted from the premiums of the 











agency and, on the other side of the account, 
the amounts received from re-insurance com 
panies should be deducted from the _ losses 
chargeable against the agency. While the 
consideration of re-insurance in the profit ac 
count of an agency takes the matter, to some 
extent, out of the hands of the local under 
writer and makes his 1 dependent upon 
the underwriting policy e home office of 
each company, nevertheless, it would seem 
that this is in the interest of good under 
writing and, consequently, a benefit to the 
agents 

a said Mr Rumsey in conclusion 
‘that, when you go back to your homes and 
to your offices, you take with you a profound 
sense of responsibility for your personal judg- 
ment upon this subject. I ask you, for the 
protection ot your own interest, to examine 
the record of premiums and losses in your 
agency to compute the contingent commission 
which you would have earned year by year 
for a number of years, remembering that each 
year is to be treated separately I ask that 
you then f examine the business upon 
the books igency i the losses in- 
curred in to see if. there is not 
something could have done to pre- 
vent the the past and reduce the 
dangers of the future.” 


Fire Agents in Live Con- 
vention at Indianapolis 
(Continued from page 25.) 
the cost of insurance; and has always 
svpported State imsurance officials in 
their efforts to protect property owners 


against the depredations of wild cat 
ecmpanies. The invaluable service of 
cur members, who have the voter's 
ears and confidence, in disseminating 
information relating to insurance, has 


helped to secure in many States more 
intelligent and reasonable legislation.” 
Sums Up 

Mr. Woodworth sums up the work of 
the association as follows: 

“The National Association 
ance Agents has often been 
too radical by companies and too con- 
servative by agents, but time has 
proven that action was wise. The 
preventive co-operative work of 
the association has perhaps been of 
more value than its constructive meas- 
ures, our policy being to take the ini- 
tiative only when necessary. At pres- 
ent we are particularly interested in 
fire prevention, equitable rating, better 
agents, reduced expenses and supervis- 
ory as opposed to destructive or pro- 
hibitory legislation. In the future as 
in the past we shall endeavor to meet 
every change whether evolutionary or 
artificial, with open minds and wise 
action, supporting all that improves 
and opposing all that injures the busi- 
ness.” 
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If a Customer Should Ask 
You for Golfer's Protection or 
Mortality Insurance on a Race 


Horse You Would Call on the 


TWO HARTFORDS 


Then Why Not Sell Hartford 


Policies for Practically Every 
Kind of Insurance Except Life? 














The Hartford Fire Insurance Company has The Hartford Accident and Indemnity Company 
transacted a fire insurance business, honorably, for has been organized to conduct a general casualty 
more than one hundred years. Its reputation and and bonding business. It is progressing on the lib- 
traditions are its most valuable assets and guarantee eral, yet sound, principles that have always been the 
fair dealing. It has ample financial resources. key-note of the growth of the parent organization. 




















HARTFORD FIRE INSURANCE CO. , 
HARTFORD ACCIDENT & INDEMNITY CO. ‘a 


=" 
HARTFORD, CONN. 
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Agents of the Two Hartfords sell complete insurance protection. 
The following are typical of the 


INSURANCE SERVICE of the TWO HARTFORDS 





Fire Motorcycle Tornado Sprinkler Leakage 
Accident Burglary Hail Marine 

Health Employer’s Liability Golfer’s Policy Earthquake 

Auto Liability Workmen’s Compensation Parcel Post Breeders and Exhibitors 
Auto Collision Bonding Rent Teaming 

Auto Theft Elevator Merchandise in Transit Cotton and Grain 

Auto Fire Plate Glass Live Stock Transit Salesmen’s Samples 
Race Horse Live Stock Mortality Registered Mail Cargo 
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